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These are the days when a sensible sound 
economy means something to everybody. 
The economy of mutual fire insurance is 
more important than ever before. 




















Western Millers Mutual Fire Insurance Co... . Kansas City, Mo. 
National Retailers Mutual Insurance Co......... Chicago, Ill. 
Michigan Millers Mutual Fire Insurance Co... . Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co.... . . Des Moines, lowa 
Millers Mutual Fire Insurance Co........... Harrisburg, Pa. 
Millers Mutual Fire Insurance Co........ . Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co... . Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association. ....... .. Alton, Ill. 


Grain Dealers National Mutual Fire Ins. Co... . . . Indianapolis 


MUTUAL FIRE PREVENTION 
BUREAU 
230 East Ohio St., Chicago, Hl. 
A service organization main- 
tained by the Mill Mutuals 
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ee HE effectiveness of an idea,” 

said Andrew Carnegie, “may 

be judged not by its ingenuity 

but by the expediency with 
which it is carried out.” 


Prevention of accident is not 
a new thought in insurance prac- 
tice. But it is one that mutual 


: companies have been more and 
more concerned with year after 
year. 


This extension of the scope of insurance 
service has a natural and basic appeal to 
mutual management. It is a practical 
manifestation of the fundamental mutual 
principle of “reducing the cost by reduc- 
ing the loss.” 











HARDWARE MUTUAL CASUALTY COMPANY 


Home Office: Stevens Point, Wisconsin 


Mutual companies have in- 
vested time, thought and money 
in accident prevention. This 
work has taken the form of 
research; printed material to 
policyholders through the mails; 
talks to groups; posters; bulle- 
tins; training of company repre- 
sentatives; cooperation with gov- 
ernmental, state and municipal 


bodies. 


The general public benefits from this 
work and mutual policyholders profit 
directly since prevention of accident is one 
tangible factor in producing the millions of 
dollars of dividends they receive annually. 
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ATLANTIC MUTUAL 
RECOGNIZES AND P AYS 
COMMISSION to BROKERS 


Atlantic Mutual accepts busi- 
ness from brokers and pays 
commissions in the same manner 
as other Companies. 

Atlantic Mutual is strong finan- 





Marine Insurance 
For Over 99 Years 





Ocean cially and writes a non-assessa- 

ble profit. sharing policy, at the 

Inland usual market rates. Present cash 
Yach dividend 15%. 

acht This Company is the largest 

Transportation mutual marine and transporta- 


tion insurance Company in the 
World, and is over 90 years old. 











Write our Brokerage Department 
for detailed information 


Atlantic Mutual 


Insurance Company 
Chartered 1842 


175 West Jackson Blvd., Chicago, Ill. 
Home Office: 49-51 Wall Street (Atlantic Bldg.) N. Y. 


BRANCHES 


Boston Cleveland Philadelphia Baltimore 


Washington 
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Associated Lumber Mutuals are in Business 


for the Benefit of the Policyholders 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 


OF PHILADELPHIA 
* e * 
Offices From the Atlantic to the Pacific 


—” Gale & Stone, Boston Justin Peters, Philadelphia “ 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Mutuals Inc. 
James S. Kemper, Mgr. 
Chicago, Milwaukee, Minneapolis, Omaha. 
Lumber Mutual Agency, 
Indianapolis, Memphis, Dallas, Kansas City. 
The Martin General Agency, Seattle, Denver, San Francisco, 
~ Los Angeles, Vancouver, Portland, Spokane. A 
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THIS MONTH 


On page 5 is an editorial which in- 
cludes a neat bouquet for the legal 
profession together with a few sug- 
gestions which occurred to an insurance 
man in considering the general subject 
of ''Lawyers and Insurance." Incident- 
ally, attention is directed to the pro- 
gram of the Insurance Section of The 
American Bar Association which is 
scheduled to meet in Milwaukee during 
the week of August 26th. 

"Unprotected Risks'' get something 
like a cheer in an article by W. H. Birch, 
which begins on page 15. We rather 
expect some argument to result, but 
such a reaction always pleases an 
editor. 

The promised discussion of ''Mutual 
Insurance on Public Property’ has its 
first installment running in this issue. 

“Bunk of the Month," as we view it, 
is unusually sprightly this month. 

The "Notes About the Insurance 
World" are more general in character 
than previously but perhaps more in- 
teresting because of that fact. 


NEXT MONTH 


Tue legal phrases of public property 
coverage in the mutuals will be con- 
sidered in an early number, probably 
September. 

Various matters in the casualty field 
will receive attention, and happenings 
at the meeting of the Insurance Section 
of the A. B. A. (referred to above) are 
to be reported. 

Also there is a drawer full of ‘Bunk 
of the Month," much of it funnier than 
ever, waiting to divert our readers. 
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ARTHUR T. VANDERBILT Photo by Blank and Stoller. 


Chairman Insurance Law Section 
American Bar Association 


Ma. VANDERBILT is a member of the Bar of the State of New Jersey, and the State of New 
York, with offices in Newark, and has specialized in Insurance Law for many years. 

Since 1921 he has been continuously County Counsel of Essex County, and in 1926 acted as 
Counsel in New Jersey for the Port of New York Authority. His activities include directorships in 
several banks and financial institutions and his law practice is with widely varied business concerns. 
For the past four years he has served as Chairman of the Judicial Council of New Jersey, and 
was elected Chairman of the National Conference of Judicial Councils in 1933. 

In the American Bar Association he is a member of the General Council and was Chairman 
of the old committee on Insurance Law. He took a leading part in the creation of the new 
Insurance Law Section and last year was elected its first chairman. Under a well planned and 
energetic administration this has already become not only the largest but also the most active 
of the Association's special sections. 

Mr. Vanderbilt has taken a vigorous part in sponsoring insurance legislation in New Jersey, 
as well as legislation looking toward judicial reform as Chairman of the Association's Judicial Council. 

He is now 46 years old, a graduate of Wesleyan University, where he took an A.B. and A. M. 
degree and was made a member of Phi Beta Kappa. His law degree was taken at Columbia. For 
a number of years he has held a professorship in the Law School of New York University. 
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N the course of a general practice it is natural that 
I a lawyer will from time to time come into touch 

with various aspects of insurance. Mortgage con- 
tracts, suretyships, insurance claims taken to court, all 
become somewhat familiar in the yearly grist of matters 
which make the profession of law so mentally stimulating 
and often, by the same token, such 
downright hard work. As business has 
developed in its intricacy, insurance 
problems have become more and more 
frequent and more insistently calling 
for solution. This condition has em- 
phasized the need for specialists, skilled 
in technical knowledge of insurance 
law and capable of directing and decid- 
ing issues of major importance. This 
challenge to the American Bar has been 
splendidly met by many who have de- 
voted their energies to compassing the vast scope of in- 
surance, and with brilliant success. Not only has the 
specialist arisen, but the rank and file of attorneys have 
taken a more active interest in studying insurance ques- 
tions with the idea in mind of more adequately serving 
their clients. 

That this idea has received a great stimulus during 
recent years is evidenced by the formation of various 
groups of lawyers to further the gathering and dissem- 
ination of insurance knowledge among those engaged in 
the legal profession. Foremost of these bodies perhaps 
is the Insurance Section of the American Bar Associa- 
tion. This Section, except as a small committee activity, 
did not exist prior to 1933, but the project was promoted 
by a number of those interested, under the vigorous 
leadership of Arthur T. Vanderbilt, who is its present 
chairman, and it has become the largest of all the sections 
of the Association. 

The International Association of Insurance Counsel 
has also got under way only within recent years, but 
has an enthusiastic membership of growing proportions 
with annual meetings largely attended. Beyond this, 
there is the Association of Life Insurance Counsel, 
whose sessions have become a standard feature of the 
big insurance week usually scheduled in New York 
City in early December. The interest of these three 
bodies differs somewhat in that perhaps the membership 
of the Insurance Section of the American Bar Associa- 


@ THE 


LEGAL PROFESSION 
@ AND INSURANCE 


tion is composed to a larger extent of attorneys whose 
clients are concerned from the policyholder’s standpoint, 
while the International Association is more generally 
a group of those who look to the protection of the com- 
panies’ side of legal transactions. The Life Insurance 
Counsel are almost exclusively engaged in looking after 
company interests. All of the groups have, however, 
this in common, that they seek the best light that or- 
ganization can give them in order that their work may 
be put on a better, more dignified and intelligent basis. 
Much has been accomplished in this direction, and from 
a study of the subjects on the programs of the Annual 
Conventions of such bodies, the probability of larger 
and larger success in the direction of improvement in 
legal matters insurance-wise seems very promising. 


Ultimately, the activities of these organizations must 
redound to the benefit of the public or the movement 
will fail. It is pleasing to note that a considerable 
amount of the work of the associations has been directed 
toward the passing of better insurance laws and the 
elimination of other statutes which are inimical to the 
entire business. This at least has been the spirit of the 
committees which have been given charge of certain 
definite activities, and it is hoped that this attitude has 
substantially filtered down to become a part of the pur- 
pose of the rank and file. 

Lawyers compose a large percentage of all legisla- 
tures, and it is safe to say that every legislator is a 
policyholder in some kind of an insurance company. It 
would seem, therefore, reasonable that the lawyer-legis- 
lators have a field of 
unparalleled opportu- 
nity to see to it that 
their colleagues are 
reliably informed con- 
cerning the dangers 
inherent in the hun- 
dreds of ill-considered 
insurance bills which 
are proposed for pass- 
age in the Capitals of 
the various states. 

For example, deposit bills which would scatter the 
assets of companies thinly over the country to no advan- 
tage to the policyholder ; tax bills which lose sight of all 
reason in attempt to extract revenue from a source which 
should not be specially taxed with the exception of an 
amount needed for proper State Department regulations : 
drastic bills curtailing the rights of companies to protect 
themselves from unjust claims; .bills discriminating 
between types of carriers, even though of like high 
standard in management and financial responsibility ; 
bills leaving loopholes whereby unethical companies may 
sell inadequate policies by undesirable methods. All of 
these varieties of legislative confusion are on view some- 
where during every legislative year and there is no 
healthier sign of the times than that legal groups of 
national scope are getting themselves increasingly in 
readiness to assist in putting a stop to injustices which 
often have been rampant in the past. 

eee 

OT all of the thorns in the side of insurance are by 

any means of legislative origin. Human nature 
in every day business life accounts for a vast amount of 
trouble that continually afflicts the policyholding public, 
as well as the interest of the companies, While it is 
probably too much to expect a lawyer to prepare himself 
to give a specialist’s opinion on the insurance questions 
of his client, there are certain aspects of the business 
which any attorney, keen to protect the interests of 
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those he serves, should have well in 
mind. The policyholder should not 
be left entirely at the mercy of an 
agent or a solicitor with possible ul- 
terior motives of his own in suggest- 
ing amounts or kinds of coverage. 
The lawyer should at least warn his 
client that these are points to be 
looked into and appraisal specialists 
and experts in insurance technique 
employed if there is suspicion of un- 
fair dealing or possible mistake. It is 
only common sense that an attorney 
should give this service. 

He should also so familiarize him- 
self with the insurance contract that 
he can call attention to any substantial 
deviation from standard forms and to 
any provisions which unreasonably 
limit the rights of the policyholders. 
As an instance, one of the evils cry- 
ing for reform is the stipulation in 
many trust deeds or money loaning 
contracts that insurance on the prop- 
erty given as security must be taken 
out in companies arbitrarily dictated 
by the mortgagee. Such a provision 
has no place in a lending transaction, 
although without question the-mort- 
gagee has a right to stipulate that the 
carrier to be selected is solvent and 
conforms with the laws of the state 
in which the contract is made. It is 
strictly a duty of an attorney to see 
to it that complete freedom of choice, 
within the limits spoken of above, 
remains with his client to place his 
policies wherever it may be most con- 
venient and economical. 

eee 


ree pe with the membership 
and participation in the affairs 
of legal associations do much to give 
attorneys a wider viewpoint, and in 
some cases to see the necessity of 
remedying situations which may have 
got out of hand close to home. Local 
pressure on ambulance-chasing law- 
yers, for example, to compel them to 
stay within ethical bounds is even 
more effective when backed up by the 
expressed sentiment of national or- 
ganizations. Both local and _ state 
traffic laws are more and more becom- 
ing the concern of attorneys, and the 
necessity of adequate enforcement of 
regulatory ordinances and _ statutes, 
and the reduction of ticket fixing to a 
minimum, react not only to the benefit 
of the public welfare directly, but 
have a large influence on insurance 
progress. 

The attorneys specializing in insur- 
ance, through their associations, can 
and should be called upon by the 
companies in working out plans in 
which both are interested. Ideally, 


the policyholders and the insurance 
companies should work together for 
(Continued on page 20) 
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NOTES ABOUT 
the 


INSURANCE WORLD 


e 


Running Comment on What Is In the Magazines 
and the Mail That Comes to the Desk of the Editor. 


Executive Has Nothing To Do 


WE QUOTE BELOW AN ITEM COMING 
TO OUR ATTENTION THROUGH THE 
Mutual Insurance Bulletin and cred- 
ited to an article by F.,C. Bierne, in 
Advertising Age: 

“As everybody knows, an executive 
has nothing practically to do. That 
is, except: 

“To decide what is to be done; to 
tell somebody to do it; to listen to 
reasons why it should not be done, 
why it should be done by somebody 
else, or why it should be done in a 
different way, ana to prepare argu- 
ments in rebuttal that shall be con- 
vincing and conclusive— 

“To follow up to see if the thing 
has been done; to discover that it has 
not been done; to inquire why it has 
not been done; to listen to excuses 
from the person who should have 
done it and did not do it— 

“To follow up a second time to see 
if the thing has been done; to dis- 
cover that it has been done but done 














incorrectly ; to point out how it should 
have been done; to conclude that as 
long as it has been done, it may as 
well be left as it is; to wonder if it 
is not time to get rid of a person who 
cannot do a thing correctly ; to reflect 
that the person in fault has a wife 
and seven children, and that certainly 
no other executive in the world 
would put up with him for another 
moment; and that, in all probability, 
any successor would be just as bad or 
worse— 


“To consider how much simpler 
and better the thing would have been 
done had he done it himself in the 
first place; to reflect sadly that if he 
had done it himself, he would have 
been able to do it right in twenty min- 
utes, but that as things turned out he 
himself spent two days trying to find 
out why it was that it had taken 
somebody else three weeks to do it 
wrong; but to realize that such an 
idea would strike at the very foun- 
dation of the belief of all employes 
that an executive has nothing to do.” 











Kentucky Legislation Upheld 


THE REORGANIZATION ACT IN THE 
1934 LEGISLATURE TAKING CONTROL 
of the State Insurance Department 
from the Auditor and placing it un- 
der the Governor was upheld in a 
decision by Judge Ford, Franklin 
County Circuit Court, who said that, 
in his opinion, the act, while lacking 
in comprehensiveness, was constitu- 
tional. The ruling was on a demurrer 
filed by the Attorney General, which 
was sustained. Plaintiffs were given 
until August 7th to file an amended 
petition and the temporary restrain- 
ing order, preventing operation of 
the act insofar as it affects the plain- 
tiffs, was continued. 


Look What America Has 


Done! 


WALTER W. HEAD, PRESIDENT OF 
THE GENERAL AMERICAN LIFE INSUR- 
ance Company, St. Louis, Missouri, 
in a recent address delivered at the 
annual convention of the National 
Retail Credit Association at Mem- 
phis, added to the cheerful outlook 
thus: 

“Commissions, private and _ official, 
came to our shores to study and report. 
According to ‘Nation’s Business’ the 
substance of their findings is at once 
interesting and enlightening.- 

“With seven per cent of the world’s 
people, the United States has more 
purchasing power than all Europe 
combined. This little group has created 
and owns more than half the world’s 


wealth. From six per cent of the 
world’s acreage they harvest more 
than half the world’s foodstuffs. Sixty 


per cent of the minerals are extracted 
in America. Half of the communica- 
tion facilities, nearly half the rail- 
ways and electrical energy have been 
developed and are in use here. Indi- 
vidual transportation is trimuphantly 
interpreted in the production of 92 per 
cent of the automobile output, which 
is operated on 600,000 miles of paved 
highways. 

“This seven per cent maintains a 
standard of living which consumes 
half the world’s coffee, half of its tin, 
half of its rubber, one-fourth of its 
sugar, three-fourths of its silk, one- 
third of its coal, two-thirds of its 
crude petroleum. 

“In 1933 more than three billion 
dollars were spent on education, an 
amount that topped the total spent by 
all other countries. Nowhere are there 
such luxurious buildings, such wealth 
of educational facilities. European 
schools enroll only a small percentage 
of the number of children attending 
American schools. 

“Real and practical independence for 
women: The ‘old order’ provided 
gainful occupations for 11,000,000 
women, assimulating 7,000,000 since 
1900. 

“The American Plan produced three 
times as much wealth as the whole 
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world had been able to produce up to 
the condition of the average man be- 
1776, and distributed it so widely that 
came a magnet to atiract all other 
people. So voluminous was the re- 
sponse that the United States was 
forced to set up immigration barriers 
to prevent a flood of foreign nationals. 
What the common man was able to do 
for himself in this land of opportunity 
is eloquently suggested by the millions 
of depositors in savings banks and 
building and loan associations, by the 
65,000,000 protected with life insur- 
ance, by the 15,000,000 security holders, 
by the 60 per cent of farms unencum- 
bered, and the 55 per cent of free- 
holders of urban homes. 

“When I hear preached the gospel 
of despair, the gospel of hopelessness, 
when I hear the prophesy of a new 
civilization, I am wont to recall the 
homely little piece of poetry which 
runs like this: 

“My grandad notes the world’s worn 
cogs 

And says, we’re going to the dogs! 

His grandad in his house of logs 
Swore things were going to the dogs ; 

His dad amid the Flemish bogs 
Groaned, Ugh! we're going to the 

dogs; 

The caveman in his queer skin togs, 

Snarled, Gad! we’re going to the 

dogs; 

3ut this is what I'd like to state 
Those dogs have had an awful wait.” 


More About Meeting Of 


Canadian Superintendents 


THE ASSOCIATION OF SUPERINTEND- 
ENTS OF INSURANCE OF THE PROV- 
inces of Canada will be held at St. 
John, New Brunswick, September 
11 to 14. It will be the first time the 
Association has met in the Maritime 
Provinces since it was organized in 
1917 by the Superintendents of the 
Provinces to promote uniformity in 
Canadian insurance statutes. The 
agenda for the meeting includes con- 
sideration of amendments of the 
Uniform Life Insurance Act which 
is in force in all Provinces except 
Quebec. 

A special committee appointed to 
consider changes in the Uniform Fire 
Insurance Act will report. Consid- 
eration will also be given to minor 
amendments required as a result of 
court decisions in the Uniform Auto- 
mobile Insurance Act. 

It is expected that a final agreement 
will be reached on the definition and 
interpretation of underwriting powers 
of fire, marine and casualty under- 
writers, 

According to Superintendent R. 
Leighton Foster of Ontario, Secre- 
tary of the Association, a large at- 
tendance is expected at the meeting, 
which will include in addition to the 
provincial commissioners, company 
and association representatives from 
the United States, representatives of 
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the Canadian Manufacturers Associa- 
tion and Boards of Trade, Auto- 
mobile Associations and Motor 
Leagues. 


Los Angeles Mutual Club 


A MUTUAL INSURANCE CLUB HAS 
BEEN FORMED IN LOS ANGELES. A, C. 
Baker, resident vice-president of the 
Northwestern Mutual Fire Insurance 
Association was elected as first Presi- 
dent of the group. 

Thirty-two mutual insurance repre- 
sentatives were enrolled as charter 
members and the officers expect that 
this number will be more than 
doubled this fall. 


Can We Make Rain? 


THE UNUSUAL PERIODS OF DROUGHT 
THIS YEAR HAVE MADE A GREAT DEAL 
of extra work for the United States 
Weather Bureau in the answering of 
more or less fool questions and ac- 
knowledging with thanks, thousands 
of letters suggesting ways to make 
rain. Most of these were ideas dug 
up from long-standing traditions, 
while a few had modern twists. The 
favorite suggestion was to create a 
tremendous air disturbance by the 
firing of high power explosives from 
long range guns with the idea of 
blowing a hole through the top of 
stagnant air currents and thus stimu- 
lating natural precipitation through 
the intermingling of hot and cold 
atmospheric strata. Closely follow- 
ing this notion was the theory that 
dust*particles scattered in the clouds 
would aid in the condensation of 
moisture. One novelty was a proposal 
to send a fleet of airplanes to a great 
height in spiral formation, apparently 
to stimulate a gigantic corkscrew 
which would pull the stopper out of 
the rain barrel. 

Patiently the weather bureau an- 
swered all of the letters making these 
suggestions except from those who 
wished to sell their schemes. It was 
explained that scientific research had 
definitely determined that gunfire, or 
the setting off of explosives in any 
manner, produced not the slightest 
results in the way of precipitation. 
The common notion that great rain 
storms always follow big battles has 
been looked into and found to have 
no backing of facts. Any slight evi- 
dence to this effect is accounted for 
by the very reasonable observation 
that generals never tried to move 
their artillery on wet grounds and 
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therefore, since cannon were ordi- 
narily placed in new positions during 
dry periods, rain was very likely to 
fall normally within a day or two 
after any heavy firing. It was also 
pointed out that especially this year 
the tremendous dust storms which 
have been prevalent have in no way 
helped to cause rain to fall. Statistics 
also reveal that the noise of Fourth of 
July does not affect the weather. 

Here and there a plan was sug- 
gested which had a chemical basis 
looking toward success in some slight 
degree, but calculations quickly 
proved that any moisture supplied by 
such methods would be so limited in 
quantity as to make is more economi- 
cal to haul water and sprinkle it over 
the fields instead. 

“Rain makers” have bobbed up in 
various territories but not so numer- 
ously as in the past when this racket 
defrauded many communities out of 
thousands of dollars in payment for 
rain which followed a series of dif- 
ferent kinds of hokus pokus spread 
over a time long enough so that rain 
naturally came anyway. It is inter- 
esting to note that Congress once ap- 
propriated $20,000 to promote experi- 
ments along lines which could not be 
considered as anything like scientific. 

While the present drought is hailed 
as a record breaker, yet the weather 
department tabulations reveal many 
a year in which farmers have 
despaired over lack of water for their 
crops. 

Nature, however, has corrected the 
balance by providing moisture for 
extra bountiful yields in subsequent 
lush summers. Artificial rain making 
seems to be in the same category as 
lifting one’s self by the boot straps 
or as one author puts it, “trying to 
squeeze water from a sponge without 
first putting any in it.” 


Good Old 1831 


A CONTEMPORARY PRINTS THE FOL- 
LOWING FACTS ABOUT CONDITIONS IN 
1831: 

The United States did not have a 
public library anywhere in its borders. 

Connecticut used an old copper mine 
for a prison. 

Only one hat factory existed and 
turned out only cocked hats. 

Every gentleman wore a queue and 
his hair was powdered. 

Objection was made to crockery 
plates because they dulled the table 
knives. 

A fifth of the population was in Vir- 
ginia. 

When a gentleman bowed to a lady 
he always scraped one foot on the 
ground. 

They still had whipping posts and 
pillaries in Boston and in New York. 
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To which might be added that 
there was compensation for these 
queer instances in the fact that: 

There were no radio crooners or 
saxophones. 

Every lake within fifty miles of a 
city was not fished out. 

Whiskey was so plentiful and of 
such poor quality that few men of in- 
telligence cared to drink it. 

There were no reckless drivers be- 
cause Old Dobbin could not possibly 
go more than ten to twelve miles an 
hour on the crude roads. 

Practically all insurance was han- 
dled by mutual companies. 

A man with an ill-favored face 
could cover up behind a mustache and 
whiskers. 

Telegrams and telephone calls did 
not follow a business man around. 

European countries paid their war 
debts and the troubles of the old-world 
were relatively twice or more times as 
far away. 

There were no automobiles to splash 
you on a rainy day. 

There were no pent houses to be 
used as the location of movie mystery 
plots. 





FIRE. 
NEWS 


Study Cost Of Cancellation 


THE ACTION OF THE FEDERAL GOV- 
ERNMENT IN ADDING A NEW TEN 
cent extra charge for a return receipt 
on registered mail has led to increased 
interest among the fire companies in 
methods of cancelling policies. Agents 
are particularly interested since they 
usually send out the cancellation 
notices and now that the charge is 
thirty cents for the use ‘of registered 
mail, occasional requests are being 
received from agents that they be per- 
mitted to send cancellation notices by 
regular first class mail, obtaining a 
post office receipt. 

This procedure is pretty generally 
used in connection with automobile 
policies since under those contracts 
it is only necessary to prove that 
notice of cancellation was mailed to 
the insureds, and it is not necessary 
to prove that the notice was received. 
On the other hand, the fire policy 
provides that the insured be given five 
days’ notice. Most legal authorities 
hold that the companies would be 
taking a chance in using first class 
mail, unregistered, in cancelling fire 
policies, since the contract provides 
that the assured must be notified and 
not merely that notice must be sent. 

There has been some agitation in 
favor of amending the cancellation 





clause in the New York Standard 
Fire Policy to provide specifically 
that notice need only be sent a speci- 
fied number of days in advance to the 
address stated in the policy. 


Stock Companies’ Farm Policy 


THE MANAGING COMMITTEE OF THE 
FIRE UNDERWRITERS’ ASSOCIATION 
has approved a uniform standard 
farm policy which was recommended 
to it by the Rates and Forms Com- 
mittee. This will be a basic policy 
for use in all states. However, in 
those states where there are statu- 
tory requirements concerning policy 
conditions the basic policy will be 
amended to conform with those re- 
quirements, 

Heretofore each company writing 
farm insurance has had its own policy 
and separate policies have been used 
for fire, tornado and the combined 
coverage. The new policy may be 
used for straight fire, straight tornado 
or the combined form. 

The foundation for the standard 
farm policy is the New York Stand- 
ard fire policy which is used for all 
other business. Then features were 
included that apply particularly to 
farm business. One new feature, 
however, will be the inclusion of the 
sixty day loss payment clause, which 
has not been in the farm policies of 
the individual companies. 


Central Manufacturers 
Advancements 


C. M. PURMORT, PRESIDENT OF THE 
CENTRAL MANUFACTURERS’ MUTUAL 
Insurance Company of Van Wert, 
Ohio, has announced that D. R. 
Stettler, superintendent of claims, 
has been made an assistant secretary 
of the company and George D. Bor- 
chers, chief accountant has been ap- 
pointed to the office of assistant treas- 
urer. Each of these men has been 
with The Central for about ten years. 


Permits Personal Property 
Floater In South 


Carolina 


COMMISSIONER SAM B. KING OF 
SOUTH CAROLINA HAS RULED THAT 
after July 20th the householders’ com- 
prehensive policy may be issued in 
his state. His ruling was in the 


nature of a modification of the uni- 
form definition of marine writing 
powers which is effective in South 
Carolina and which, as_ originally 
written, prohibited the issuance of the 











comprehensive policy. A number of 
other states have taken similar action 
and Iowa, as a result of dissatisfac- 
tion with the section barring the com- 
prehensive household policy, has re- 
scinded the uniform definition alto- 
gether. 
e® © ® 


Virginia Adopts Marine 
Definition 


THE VIRGINIA STATE CORPORATION 
COMMISSION HAS PUBLISHED AN 
order through its insurance division 
setting up the nationwide definition of 
marine underwriting powers adopted 
by the National Convention of Insur- 
ance Commissioners. The Commis- 
sion reserved the right to make al- 
terations and modifications from time 
to time and its order expressly pro- 
vided that it intended to involve the 
construction of existing laws and be 
for the facilitation of the administra- 
tion thereof, and that “nothing in this 
order contained shall be construed to 
have, or shall have, the effect of pre- 
cluding the State Corporation Com- 
mission from deciding any case that 
may be presented to it within the 
scope of its jurisdiction according to 
the merits of the particular case. 


June Fire Losses Low 


THE DOWNWARD TREND OF FIRE 
LOSSES WAS RESUMED IN JUNE, AC- 
cording to figures given out by the 
National Board of Fire Underwriters 
which show that the month’s total 
was $20,005,692.00. This is $1,572,- 
917.00 or 7.29% less than the losses 
in June of 1933 and 20.84% less than 
those in May 1934. For the first six 
months of 1934 the total fire loss was 
$23,000,000 below that of 1933 and 
if the present burning ratio is main- 
tained it seems clear that the fire loss 
for 1934 will be lower than it has 
been for years. 


ee @ 
‘Then the Rates Came Down”’ 


\PROPOS OF AN ARTICLE WHICH 
WE RAN IN A RECENT ISSUE OF THE 
Journal, demonstrating how Mutual 
Insurance benefits stock company 
risks in the direction of reduced rates, 
here is a statement made in a news 
item appearing in the July 13th issue 
of the Journal of Commerce of New 
York City. The item is headed 
“Rates Discussion Brings Comment” 
and sets forth what was being dis- 
cussed in connection with this sub- 
ject by one of. the William Street un- 
derwriters. Apparently the discus- 
sion arose as a result of informal con- 
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ferences or discussions held by 
officers of the New York Fire Rat- 
ing Organization, following notifica- 
tion from the New York Insurance 
Department that the five year experi- 
ence ending with 1932 indicated that 
readjustments were needed. 

The writer discussed the reluctance 
of officials to disturb rates in fire in- 
surance from which the following is 
quoted : 

“This reminded him of an incident 
that occurred several years ago. An 
association of garage owners in New 
York investigated the experience on 
fire proof garages and found that the 
rates apparently were too high. Fail- 
ing to get what they considered the 
treatment to which the experience on 
their business entitled them, they an- 
nounced that they were going to launch 
their own mutual insurance company. 
Then the rates came down.” 


No wonder stock executives tried 
to get by with the ridiculous state- 
ment that “Mutual Insurance has out- 
lived its economic usefulness.” 


Humidity and Fires 


“NEWSPAPER ACCOUNTS OF THE 
RECENT STOCK YARDS FIRE IN CHI- 
cago,” says Our Paper, “were instru- 
mental in acquainting the general 
public with a fact that has been well 
known to forest rangers almost since 
the inception of the forest service. 
That fact is that there is a direct re- 
lation between atmospheric humidity 
and the possibility of sweeping fires. 
The extended drouth had so dried out 
the fences, sheds and other buildings 
of frame construction in the yards 
that the fire spread with such rapidity 
that the Chicago fire department ac- 
tually lost 20,000 feet of hose and 
five pumpers. 

“The warden in each watch-tower 
in the forest service watches closely 
the humidity at his particular station. 
. . . Even though there is no fire in 
evidence men are ordered to “danger 
points” when the humidity falls be- 
low 25 per cent. With further lower- 
ing of the humidity more men and 
fire protective apparatus are ordered 
out. .. 

“The Stock Yards fire illustrated 
that buildings in towns and cities dry 
out just as do trees, brush and grass. 
The city dweller seldom thinks of 
himself as endangered by periods of 
drouth, but it is a fact that confla- 
gration possibilities in cities and 
towns increase in the same manner 
and for the same reason as in forest 
areas. .. 

“Everyone should be particularly 
careful to guard against fire during 
dry weather. A match, cigar or 
cigarette thoughlessly tossed from a 
train or automobile may destroy 
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crops, farm buildings or even entire 
villages. The burning of trash or 
refuse in the open should be relig- 
iously avoided. Likewise it behooves 
the owners of property to remove the 
danger of grass fires, to keep their 
premises free from unnecessary com- 
bustible materials and to maintain 
water barrels and other fire protec- 
tion equipment in readiness at all 
times, 
ee @ 


Organize to Meet Mutual 
Competition 


A COMMITTEE OF COMPANY OFFI- 
CIALS FROM GREENSBORO, NORTH 
Carolina, agents and special agents 
from North Carolina, South Caro- 
lina and Virginia, representing the 
stock fire insurance companies in 
those states, met at Greensboro, North 
Carolina on July 25th to formulate 
plans for the promotion of stock in- 
surance. It is hoped to show that 
these companies and their employees 
and agents are contributing to the 
support of the government and 
society from the standpoint of both 
finance and employment, 

The meeting was held under the 
joint auspices of the North Carolina 
Kieldmen’s Conference, of which 
Godfrey Cheshire of Raleigh, North 
Carolina is Chairman, and the North 
Carolina Association of Insurance 
Agents, of which McAlister Carson 
of Charlotte is President. In further- 
ance of the proposed plan it was de- 
cided to hold a series of five regional 
meetings in the tri-state area during 
September, under the direction. of 
John D. Saint of Raleigh, Manager 
of the North Carolina Association of 
Insufance Agents, to stimulate inter- 
est in the work. 

This action of the stock companies 
and their agents is undoubtedly due 
to the growing trend toward mutual 
insurance in these states. 


W. W. Parsons Dies 


WALTER WOOD PARSONS, PRESIDENT 
AND TRUSTEE OF THE ATLANTIC MU- 
tual Insurance Company of New 
York and one of the outstanding fig- 
ures in the marine insurance profes- 
sion in the United States, died at his 
home at Great Neck, L. I., on Sun- 
day, July 29th, 

After being graduated from Trin- 
ity College, Hartford, in 1896, Mr. 
Parsons became associated with the 
firm of Mather & Co., New York 
City, well known marine insurance 
brokers and average adjusters. 


In 1909, Anton A. Raven, then 
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president of the Atlantic Mutual, in- 
vited Mr. Parsons to become his 
assistant, and two years later he was 
appointed second vice president. In 
1915, Mr. Parsons was elected vice 
president of the company and in Ieb- 
ruary, 1930, he succeeded Cornelius 
KIdert, on the latter’s death, as the 
sixth president of the oldest mutual 
marine insurance company in_ the 
United States. 

Mr. Parsons brought to his_ re- 
sponsible position not only a large 
and varied experience in the insur- 
ance field, but also rare adaptability 
and imagination, which greatly aided 
him in meeting new conditions, Above 
all, however, he showed in every rela- 
tion of life the highest character and 
integrity. 

The World War added greatly to 
the responsibilities resting upon Mr. 
Parsons. Shortly after its close he 
made an important contribution to 
marine insurance as one of the orig- 
inal committee appointed by the 
\ssociation of Marine Underwriters 
of the United States to cooperate with 
the Committee on Merchant Marine 
and Fisheries of the House of Rep- 
resentatives of the United States and 
with the United States Shipping 
board, in the creation of the Ameri- 
can Marine Insurance Syndicates, a 
group of marine underwriters formed 
at the request of the federal authori- 
ties to provide an enlarged marine 
insurance market in the United 
States for American shipowners and 
merchants. 


Winter New President of 
Atlantic Mutual 


WILLIAM D, WINTER HAS BEEN 
ELECTED PRESIDENT OF THE ATLANTIC 
Viutual. Mr. Winter has held the title 
of vice-president of the company. He 
is succeeded in that position by Vice- 
President J. A. Bogardus. T. G. 
Craig, loss manager, has been elected 
a vice president to succeed Mr. 
Bogardus. Both Mr. Winter and Mr. 
ogardus have been connected with 
the Atlantic Mutual during their en- 
tire business lives. 

Mr. Winter joined the Atlantic 
\lutual in 1901 and was made assist- 
ant underwriter in 1909. In 1917 he 
became third vice president, in 1922 
second vice-president, and he was 
elected first vice-president in 1930. 
lle is a past president of the Insur- 
ance Society of New York and now 
vice-president and chairman of the 
[Educational Committee of the Insur- 
ance Institute of America. He is also 
the author of “Marine Insurance’’. 
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Fire Deaths At Home 


AN ANALYSIS MADE OF FIGURES 
PREPARED BY THE NATIONAL FIRE 
Protection Association revealed that 
more than 75% of the losses of life 
from fires occurred in dwellings, and 
that of these more than one-third are 
children. While the casualties re- 
sulting from fires in rural dwellings 
reached the high total of 37% from 
all kinds of fires, it is also true that 
the deaths in city dwellings, including 
every type of apartment house, hotel, 
lodging, and tenement will total a 
similar percentage. lor city dwell- 





WILLIAM D. WINTER 
New President of Atlantic Mutual 


ings alone, which fall into the cat- 
egory of individual homes, the pro- 
portion of fatalities from fire is but 
53% of the casualties in rural dwell- 
ing fires. 

ee @ 


Pearl Resigns Pacific Board 


UNABLE TO COME TO AGREEMENT 
WITH THE PACIFIC BOARD OF FIRE 
Underwriters the Pearl Assurance of 
london has resigned its membership 
and will henceforth operate through- 
out the territory on a non-affiliated 
basis. Mr. A. L. Merritt, formerly 
Pacific Coast manager for the 
America Fore group, has been ap- 
pointed Pacific Coast manager for 
the Pearl Fleet. The resignation of 
the Pearl follows the failure of C.S 
Conklin, United States Manager of 
the Pearl and the executive committee 
of the Pacific Board to reach a satis- 
factory arrangement concerning the 
activities of the Eureka Security of 
Cincinnati and the Monarch of Cleve- 
land, affiliates of the Pearl, which are 
not in the Pacific organization. The 
obstacle which proved insuperable 


was Mr. Conklin’s demand that the 
Board give him a pledge that it would 
not, at some later time, make affilia- 
tions with other regional governing 
bodies throughout the country, a 
condition of continued association 
membership. 


Consider Reporting Form For 
Single Location Risk 


THE VARIOUS STOCK ORGANIZATIONS 
HAVE APPOINTED COMMITTEES TO 
consider the subject of extending pro 
rata reduction privileges in single 
location risks in New York. Com- 
mittees have been named by various 
organizations as follows: 

New York Fire Insurance Rating 
Organization: William F. Dooley, 
America Fore group, chairman ; Har- 
old Warner, Royal; W. J. Reynolds, 
Corroon & Reynolds; O. E. Lane, 
Fire Association, and A. R. Phillips, 
Great American. 

New York Fire Insurance Ex- 
change: A. C. Noble, Merchants Fire 
Assurance, chairman; S. T. Brown, 
Glens Falls; G. F. Kern, Fuller & 
Kern; E. V. Nourse, London Assur- 
ance, and A. H. Witthohn, Federal. 

Interstate Underwriters Board: 
John R. Dumont, manager; John_B. 
Sirich, assistant manager; V. L. 
Gallagher, America Fore; Eugene 
Dunn, Crum & Forster, and Ivan 
scott, Home. 

New York State Association of 
Local Agents: H. A. Munns, Syra- 
cuse, chairman; A. C. Edwards, Say- 
ville, L. I.; E. A. Paviour, Rochester ; 
H. D. Rice, Buffalo, and A. J. Smith, 
New York. 
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N.Y. Fire and Theft Rates Cut 


SUPERINTENDENT OF INSURANCE 
GEORGE S. VAN SCHAICK OF NEW 
York has accepted for filing a revised 
manual of automobile fire, theft and 
collision rates which will result in a 
reduction of approximately $290,000 
in the amount of premiums collected. 

The level of the new rate scale for 
fire insurance represents a reduction 
of 5.3 per cent on passenger cars and 
for theft a reduction of 12.3 per cent 
on passenger cars. Collision rates 
have been revised and are now on a 
list price basis with very small grad- 
uated steps in lower list price ranges. 
Cars will be divided into four age 
groups as against two previously 
used. 

A revised classification of com- 
mercial cars distinguishes between 
local and long distance hauling with 

(Continued on Page 23) 










































PUBLIC corporation, such as 
A a city, a school district, or a 

drainage district, is, in many 
respects, organized and conducted 
like a private corporation. Its exec- 
utive managers are responsible to a 
board of trustees, or a board of gov- 
ernors, which corresponds to the 
board of directors of a private cor- 
poration. The governors or directors 
are, with the public corporation, the 
représentatives of the public which 
owns and controls the corporation, 
just as the board of directors in a 
private corporation represents the 
stockholders, who, in the last analysis 
own and control the corporation. 
Under normal circumstances, the pub- 
lic corporation owns valuable prop- 
erty exposed to the chance of destruc- 
tion by fire. Unless insurance against 
such a contingency is carried the 
directors have failed in their respon- 
sibility toward the public, since there 
is always the possibility that a fire 
will make it necessary for them to 
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Public 


Offictals 





ask the public to pay for the cost of 
replacing the property, through taxa- 
tion. 

A public corporation, theoretically, 
should be as efficiently and econom- 
ically managed as a private corpora- 
tion. Much has been said about 
graft and political corruption, but the 
average school board member is gen- 
uinely concerned about his job and 
administers the affairs of the school 
district honestly and well. 

Because of his high sense of re- 
sponsibility the school board member 
may often be confused by the claims 
of rival solicitors who set forth the 
virtues of their respective brands of 
merchandise or types of service. In 
no field is the competition keener 
than among insurance companies bent 
on securing public property business. 
At times the antagonism reaches 
ridiculous heights and leads to ex- 
travagant buncombe far afield from 
the truth. In the midst of such tur- 
moil it is often a difficult task for a 





Five School Houses Burn Every Day, and Other 
Buildings are Destroyed With Startling 
Frequency, 


Thus 


Keep 


Duty of 
Insured 


Emphasizing the 
Such Risks Well 


First Installment of a Discussion 
on the Essentials to be Looked 
for by School Boards and other 
Officials When Placing Policies 


MUTUAL INSURANCE ON PUBLIC PROPERTY 





board member to balance the con- 
flictirtg arguments and arrive at a 
decision based on true facts. 

In order to be certain that one is 
on the right road it is necessary that 
the fundamentals of insurance should 
be inquired into. All will agree that 
schools should be covered with the 
safest, most substantial type of pro- 
tection, and that price should not be 
taken into consideration until the 
reliability of the companies involved 
is thoroughly established. [rom this 
point on, the way should he clear to 
examine whether the type of insur- 
ance which seems to have the most 
favorable aspects is in reality the 
best. 

There can be no question that either 
stock or mutual companies whose 
good management is evidenced by a 
record of continuing success, a sub- 
stantial surplus, and a reputation for 
prompt and just payment of losses, 
are in a position to give adequate and 
satisfactory insurance service. 
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However, either through misinfor- 
mation or zeal to attack a competitor 
regardless of facts, school boards are 
frequently told that mutual insurance 
is dangerous, that it has no legal sanc- 
tion to cover public property, is un- 
constitutional in many states, and 
prone to burdensome assessments. All 
of which springs from a desperate 
competitive attempt to clear away the 
otherwise very obvious and added ad- 
vantage which mutual insurance has 
of returning dividends of 25 to 40 
per cent to policyholders. 


T is, then, very well worth while 

for the school board to become 
acquainted with just what the actual 
situation is, as regards the operations 
of insurance companies, with special 
references to figures which reflect 
the results of sound management, and 
the fundamental quality of working 
plans. 

At the outset it should be kept in 
mind that whether issued by a stock 
or mutual company the insurance 
contract is essentially the same. That 
is, an insurance policy is a contract 
by a company to reimburse the in- 
sured in case of a loss of a specified 
character, under stated conditions, in 
return for a cash consideration paid 
the company, usually called the 
premium. The buyer of insurance, 
in making his choice of companies 
should, therefore consider: 

1. What the company contracts to do. 
(The terms of the policy.) 

2. The ability of the company to perform 
its part of the contract. (Will it be able 
to reimburse the insured when called upon 
after a loss?) 

3. The service which the company will 
render, both under the policy and in col- 
lateral ways, together with its general rep- 
utation for treatment of policyholders. 

4. The net cost of the insurance. 

In deciding between the two prin- 
cipal types of insuring carriers, stock 
and mutual companies, the property 
owner can apply the same test to the 
companies in general that he would 
to an individual company. Let us, 
therefore, carefully study the facts 
about each type of company under 
these separate divisions. 


I. THe Portcy Contract 

N 33 states and the District of 

Columbia the legislature has pre- 
scribed the form of fire insurance 
policy which must be used by all com- 
panies doing business in that state. 
In the remaining 15 states both the 
mutual and the stock companies, as 
a general rule, use either the old New 
York standard or the new New York 
standard form. As a practical mat- 


ter, therefore, we may say that in 
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every state in the Union both the 
mutual and stock companies are using 
standard policies which give substan- 
tially the same coverage. It should 
be remembered, however, that the 
standard fire policy may be changed 
by endorsement, and to every fire 
policy there is always attached a form 
describing the property insured and 
making a number of modifications in 
the standard policy. There is no 
uniformity in forms, either between 
the stock companies themselves or 
between the stock and mutual com- 
panies. Since it is the form which, 
in a sense, tailors the insurance pro- 
tection to fit the particular risk, it is 
essential that it be drawn by an ex- 
perienced insurance man, thoroughly 
familiar with the property to be in- 
sured and with a firm grasp on both 
the fundamentals and _ technicalities 
of fire insurance. In handling this 
part of the transaction the insured 
depends on the agent or salesman 
who represents the company, leaving 
him to secure what help he can from 
his home office. Without meaning to 
indict the entire agency system we 
feel that far too many stock agents 
are incompetent, irresponsible, and 
ignorant of insurance fundamentals. 
Sad experience has shown that such 
agents will prepare and use a form 
which is entirely unsuited to the needs 
of the insurer, and such a simple 
matter as concurrency between all 
of the policies covering the risk is 
often overlooked or disregarded. 
The mutual representative is in much 
closer touch with his company, and 
the company in turn much more in- 
timately interested in the policyholder. 
Thus the assured has the benefit of 
the advice and counsel of experienced 
insurance men. The form used on 
the mutual policies will probably be 
drawn at the home office of the com- 
pany after intensive study of the re- 
quirements of the insured. We can 
safely say, therefore, that as far as 
the terms of the policy contract are 
concerned, that of the mutual com- 
pany undoubtedly will be as good as 
the best used by the stock companies 
and may easily be better. 


II. Loss Payine Asitity 

HE ability of an insurance com- 

pany to perform its part of the 
contract and to reimburse the insured 
after a loss is determined by its finan- 
cial strength, its past experience, and 
the ability and honesty of its manage- 
ment. Size alone is no criterion of 
strength, as was aptly and conclu- 
sively proved by Globe & Rutgers.* 
Much more significant is the ratio of 
the surplus of a company to its vol- 





ume of business and to its assets. 
Obviously a company which has 
assets of $50,000,000 and liabilities 
of $45,000,000, leaving a surplus of 
$5,000,000 is not as strong as one 
which has assets of $5,000,000 and 
liabilities of $2,500,000, leaving a 
surplus of $2,500,000. The surplus 
of the first company is twice as large 
as that of the second but the surplus 
of the first company is only one-tenth 
of its assets, while that of the second 
is one-half of its assets. 

Of equal importance is the manner 
in which the securities of the com- 
pany are invested. If the assets of a 
company are in investments of a type 
which become frozen during periods 
of economic distress, such as real 
estate and farm mortgages, or in in- 
vestments which fluctuate widely in 
value, such as common stocks, it is 
not nearly as strong financially as a 
company that has placed the greatest 
proportion of its funds in high grade 
bonds, which, although they may have 
a smaller yield in good times, are 
much more stable in price and easy 
to market at any time. With these 
fundamentals clearly in mind let us 
return to our comparative study of 
the mutual and stock companies. 


HE Spectator Company of Phila- 

delphia publishes each year a 
Fire Insurance Year Book which not 
only gives data on the individual 
companies but presents aggregates of 
great interest to the insurance stu- 
dent. They have in separate por- 
tions of their 1933 volume presented 
a complete breakdown of the aggre- 
gate figures of two groups of com- 
panies, one composed of 361 stock 
companies, the other of 120 advance 
premium general writing mutuals. 
The data collected by this impartial 
organization shows that the net sur- 
plus of the stock companies was 
25.93%. of their total admitted assets 
while the surplus of the mutual com- 
panies was 55.2% of their total ad- 
mitted assets. In other words, ap- 
proximately $1.00 out of every $4.00 
in assets held by the stock companies 
was net surplus while with the 
mutual companies $2.20 in every 
$4.00 was net surplus. On this basis 
the mutual companies, as a group, 
were twice as strong as their stock 
competitors. Adding the capital of 
the stock companies to their net sur- 
plus it is found that their policy- 


* This company was the second largest stock fire 
company in the country in 1929, with over $100,- 
000,000 in assets. Even at the close of 1932 it was 
the fifth largest company, reporting assets over 
$70,000,000. It is now in the hands of the New 
York Insurance Department for rehabilitation and its 
unpaid loss claimants still wait for their money. 











holder surplus to total assets was 
41.57% as compared with the 55.2% 
of the mutual companies. Thus, even 
with the capital, which is a balance 
sheet liability, added to their surplus, 
the mutual companies were still 20% 
stronger than the stock companies on 
this basis. 

Just as startling is the vastly better 
showing made by the mutual com- 
panies when we investigate the ratio 
of surplus to premium volume. The 
stock companies had, in the aggre- 
gate, $83.58 in net surplus for every 
$100 of premiums written, while the 
mutual companies had $145.57 in net 
surplus for every $100 of premiums 
written. The importance of this ratio 
can be realized if we picture before 
our minds a case where a terrific 
conflagration has placed a great strain 
upon the loss paying ability of both 
the stock and mutual companies. The 
first source of funds used for the pay- 
ment of losses is, of course, pre- 
miums. After that source is ex- 
hausted the company must turn to 
its surplus account. On this basis, 
therefore, the mutual companies as 
a group are over 60% stronger than 
the stock companies. 

The loss paying ability of a com- 
pany or a group of companies cannot 
be gauged solely from these ratios, 
however significant they may be. It 
is also necessary to examine closely 
the types of investment in which the 
assets of the company -have been 


The Transformation of Valuable 
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placed, so that we may judge how 
available they would be in case of a 
sudden demand for funds because 
of unusually heavy losses or a con- 
flagration and so that we may esti- 
mate the prospects of fluctuation in 
their price with consequent change in 
the loss paying ability of the com- 
pany. From the same Spectator Year 
300k for 1933 from which we have 
taken the data just given, we can also 
secure a detailed breakdown of the 
assets held by these two groups of 
representative stock and mutual com- 
panies. From this table, reproduced 
on the next page, we immediately 
glean some significant facts. Almost 
25%. of the assets of the mutual 
companies are invested in govern- 
ment, state, and municipal bonds, 
while 16.6%. of the assets of the stock 
companies are so invested. The mu- 
tuals have half as much again, in per- 
centages, of this prime type of 
security. as the stock companies. Over 
half of the assets of the mutual com- 
panies (53.67% to be exact) are in 
bonds, while only 40.65% of the 
assets of the stock companies are so 
invested. On the other hand, the 
stock companies have almost 40% 
(39.66% to be exact) in stocks while 
the mutual companies have slightly 
over 20%. In this field, therefore, 
where we have all learned by bitter 
experience that values are subject to 
abrupt and wide fluctuation, the stock 
companies have twice as much of 


or 


poe 
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their assets as the mutual companies. 
A careful analysis of the entire table 
will show that the mutual companies 
have invested primarily for safety, 
with yield an important, but second- 
ary, consideration while the stock 
companies have apparently been as 
much concerned with possible spec- 
ulative profits and high interest re- 
turns as they have been with security 
of principal. 
ee ®@ 


ESULTS of these two divergent 

investment policies during the 
past five years have been just exactly 
what you would expect. Professor 
Kulp of the University of Pennsyl- 
vania, in an address delivered before 
the Wharton Round Table of Insur- 
ance early in 1933, discussed the re- 
sults achieved by both mutual and 
stock companies during the early 
years of the depression. His statistics, 
based upon the Connecticut Insurance 
Reports, show that the stock fire in- 
surance companies had a capital loss 
on investments of 9.7% of their ad- 
mitted assets in 1930 and 14.8% of 
their admitted assets in 1931, making 
an approximate total for the two 
years of almost 25%, while the mu- 
tual companies had a capital loss in 
1930 of 4.8% and in 1931 of 8.5%, 
giving a total of about 13%. The 
proof of the pudding is in the eating ; 
the proof that the mutual investment 
plan is superior to that of the stock 
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Property to Heaps of Ruins Is Often a Matter of Minutes. 
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company is. found in the fact that 
their investment losses were only half 
as heavy during 1930 and 1931. 

Another method of judging the 
effect on a company of its investment 
and underwriting ability is through 
a comparison of the changes in sur- 
plus ratios which have taken place 
during the past few years. An 
analysis of the aggregates of the stock 
companies reporting to the Connecti- 
cut Insurance Department shows that 
they had 81c of surplus per $1.00 of 
liabilities at the close of 1929, while 
at the close of 1932 the same group 
of companies had only 41c in surplus. 
The effect of the investment losses 
which they sustained (the underwrit- 
ing experience during this period 
being slightly favorable) was to cut 
the ratio of surplus to liabilities in 
half. The mutual companies licensed 
in Connecticut reported at the close 
of 1929 aggregate figures which 
showed that they had $1.31 in sur- 
plus for each $1.00 in liabilities. At 
the end of 1932 the same mutual 
companies had an aggregate of $1.11 
in surplus for every $1.00 of liabili- 
ties. The decline in the surplus of 
mutual companies has been less than 
20 per cent where that of the stock 
companies has been almost 50 per 
cent. These figures speak for them- 
selves. 

There is still another aspect to the 
question of the loss paying ability of 
an insurance company or a group of 
insurance companies which should be 
considered before the subject is 
closed. As _ stated earlier, the first 
fund available for the payment of 
losses in any insurance company is 
the premium income of that company. 
It is only if this proves inadequate 
to meet losses and expenses that the 
company will be forced to call upon 
its surplus. It would seem well, 
therefore, to investigate the past ex- 
perience of the companies so that one 
may determine whether their pre- 
mium income has been adequate for 
that purpose and how much of a mar- 
gin remains to cover an unexpected 
conflagration or an abnormally high 
loss ratio, 

ee @ 

E have already quoted the 

yearly reports of the Connecti- 
cut Insurance Department for the 
companies licensed in that state. Re- 
turning to these same reports it is 
found that as a result of their opera- 
tions during 1932 the stock com- 
panies had a ratio of losses incurred 
to premiums earned of 51.3% anda 
ratio of expenses incurred to pre- 
miums earned of 45%. This left a 


margin of 3.7c as underwriting profit 
In the opinion 


for the companies. 
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of the stock company underwriters 
the results of 1932 were slightly 
better than average and data covering 
the past five years would show a 
slightly lower percentage of under- 
writing profits. The mutual com- 
panies on the other hand, had a ratio 
of losses incurred to premiums earned 
of 30.9% and a ratio of expenses in- 
curred to premiums earned of 28.1%. 
There was, therefore, a margin of 


41c in every dollar of premium 
earned by the mutual companies 
which was not needed to pay for 


losses and expenses incurred. How- 
ever these figures are somewhat af- 
fected by the fact that they include 
practically all of the Associated Fac- 
tory group, whose high deposit pre- 
mium results in very low ratios for 
losses and expenses. Excluding the 
companies in the Associated Factory 
group, it is seen that the remainder 
had a loss ratio on the same basis of 
41.6% and an expense ratio of 
35.2%. These companies, therefore, 
had 23.2c left from every dollar of 
earned premium, The year 1932 was, 
for the mutual companies, fairly near 
normal but over a longer period of 
time will be found that their results 
are slightly better than those reported 
for that year. In 1933 both the stock 
and mutual companies had substan- 
tially lower loss ratios than those re- 
ported during 1932. These figures 
bring out very forcibly the fact that 
a rise in the loss ratio of 4% would, 
in an otherwise normal year, result 
in an underwriting loss for the stock 
companies, while a rise of 20% in 
the mutual loss ratio would still leave 


~ 





them with an underwriting profit. We 
will analyze the reasons why the 
mutual companies have such infinitely 
better results when we consider the 
net cost of stock and mutual insur- 
ance. The point emphasized here and 
now is that this margin, whatever its 
cause, gives the mutual company a 
definite superiority in loss-paying 
ability besides that which it derives 
from its higher ratio of surplus to 
liabilities and from its more conserv- 
ative investment portfolio. 

Stock agents competing with mu- 
tual companies often attempt to con- 
vince the prospect that the mutual 
companies lack loss paying ability be- 
cause of the many alleged failures of 
mutual companies. Lists have been 
prepared, some of them in the form 
of a roll which is allowed to unfold 
before the prospect with name after 
name of retired mutual companies, 
others in the form of booklets. It 
should be obvious to the intelligent 
buyer of insurance that such lists of 
alleged retirements, in themselves, 
mean little or nothing. Most of the 
lists in circulation have been very 
carelessly compiled and contain the 
names of many stock companies, 
hundreds of reciprocals, quite a few 
active companies, and many of the 
supposed retirements consist only in 
changes in name. There have been, 
however, a number of actual retire- 
ments of mutual insurance companies 
in the United States. This loses sig- 
nificance, when it is pointed out that 
at the present time there are over 
2600 active mutuals in the United 

(Continued on Page 22) 

















PERCENTAGE DISTRIBUTION OF ASSETS 
STOCK AND MUTUAL FIRE INSURANCE COMPANIES 


Real Estate 
Mortgage Loans 
Collateral Loans 
Bonds, Government 


Bonds, Railroad 
Bonds, Public Utility 
Bonds, Industrial 

Total Bonds 
Stocks, Railroad 
Stocks, Public Utility 


Total Stocks 
Cash 
Agents Balances 
Interest and Rents Due 
All Other Assets 


Data taken from 1933 Spectator Fire Year Book. 


Bonds, State and Municipal......... 
Stocks, Bank, Trust and Insurance. . 
Stocks, Industrial and Misc......... 


Stock Mutual 
rcs als okey are on 2.71% 5.67% 
Sea ete hey 3.41% 6.79% 
Leshan eta tei Gri he 14% 77% 
Saar es dares a 8.87% 12.06% 
Pe Pee 7.79% 12.63% 
Saati tcracneee 12.03% i215 % 
AS ee eee 7.87% 13.25% 
ta dled aos 4.46% 3.63% 
Bus ack ieee arene 40.65% 53.67 % 
eee ee: 6.72% 3.93% 
Kota als gine ie 8.74% 7.34% 
fects eto 10.08% 4.24% 
Deer cent ae 14.13% 5.29% 
OTR te 39.66% 20.80% 
SAS A, 6.45% 6.47% 
Sail abt 5.30% 4.06% 
Re err ton 63% 97% 
en bead ahs rate 67% 8 % 


Figures given represent 


averages of 361 stock companies and 120 advance premium, general writing 


mutuals. 
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Some of the Finest Property Can 
Make the Worst Looking Debris 
tf There Is No Means at Hand For 
the Control of Flames. 














In Which is Developed 


Some Surprising Facts 
Concerning a Problem 


That Has Always Excited 


Controversy 























UNDERWRITING OF UNPROTECTED RISKS 


HE aspects of underwriting un- 

protected risks are diverse, and 

the underwriter must bring to 
his desk the varied mental equipment 
of an economist, statistician, architect 
and diplomat. You and I, and those 
who follow, will always have the un- 
protected class to deal with, the 
premiums of which have contributed 
in no small measure to our income 
and which, if intelligently considered, 
will yield an underwriting profit. 

The first problem that is presented 
is the character and prospects of the 
town in relation to its surrounding 
production area, and the underwriter 
should keep pace with the economic 
changes, chief of which is transpor- 
tation. 

The highway, the automobile and 
the truck have revolutionized com- 
merce and trading conditions. In 
the early days of railroad building, 
towns were strung along its service, 
but a few miles apart, for obviously 
the producer conveying his wares to 
market with horse or oxen and re- 
turning with his purchases, short dis- 


By W. H. BIRCH 


HARDWARE Mutua Fire or MINNESOTA 


tances were a factor. Those towns, 
close together, each constituted a 
trade center, receiving their share of 
patronage from the surrounding dis- 
trict. Today, automotive vehicular 
transportation has annihilated dis- 
tance, and what was an arduous un- 
dertaking by wagon, over many times 
impassable roads, is now a recreation 
for any distance up to fifty miles. 
ee @ ®@ 

ND thus the town, either cut off 

from the highway or passed by 
on the way to a more attractive cen- 
ter, inevitably lapses into a state of 








So many requests have been made 
for an article on Unprotected Risks 
that we have asked permission of 
Mr. Birch to print his paper read at 
the recent Mutual Underwriters 
Conference in Buffalo. This is the 
best exposition of the subject which 
has come to our attention —Ep1tor 




















retrogression. The merchant, gar- 
age and filling station interest, either 
move up to the line of flight or else 
accept with resignation the decree of 
change brought about by the economic 
revolution. It is not the intent to 
impugn the motives of those who find 
themselves the victims of this condi- 
tion, but it may ‘well be that in their 
apathy concerning the care and pro- 
tection of their property, there will 
be a compensating glow when it is 
remembered that their property is 
fully insured. 

In substantiation of the statements 
that we shall always have the unpro- 
tected class problems before us for 
solution, let me call to your attention 
the following town classification, 
chosen at random, of three states— 
Minnesota, North Dakota and South 
Dakota. While the percentages men- 
tioned will vary in the Central or 
Eastern industrial sections, the ratios 
will substantially 
Northern, Western 
districts. 


prevail in the 
and Southern 
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Minnesota — 
Protected Classes 1-8....... 25% 
Class 9. ...<0+ 15% 
Unprotected Class 10....... 60% 
North Dakota 
Protected Classes 1-8....... 11% 
mes Secs 22% 
Unprotected Class 10....... 67% 
South Dakota— 
Protected Classes 1-8....... 30% 
Class | ee 1 % 
Unprotected Class 10.......53% 


In the January issue of the “Na- 
tional Fire Protection Quarterly,” in 
commenting on the large loss fires in 
the United States in 1933, constitut- 
ing 22 in number and involving an 
estimated loss of over twenty million 
dollars, there was this significant 
statement : 

“With three exceptions, these fires 
occurred within the jurisdiction of 
the municipal fire departments.” 

ee @ @ 

HIS reference is not injected for 

the purpose of disparaging or 
minimizing the unquestioned value of 
municipal fire protection, but in the 
belief that we regard it too highly 
in the individual risk. Likewise, we 
have been paying too much attention 
to construction and have made a fet- 
ish of  brick-joisted construction, 
both as to rates and lines, and have 
accorded it more consideration than 
the experience justifies in unprotected 
towns. 

The four cardinal principles of un- 
derwriting — Selection, Prevention, 
Protection and Inspection—should 
not be mere platitudes, and if these 
essentials are each accorded equal 
consideration in underwriting the un- 
protected class, there is no doubt but 
that it will produce a favorable loss 
ratio. In selection, the first contact 
should be made by experienced field- 
men with a knowledge of hazard and 
of the requirements necessary to the 
acceptability of the risk, but the main 
requisites, after selection has been 
decided, are prevention and individ- 
ual protection. 

Perseus, an old Greek philosopher, 
said : “Prevention is better than cure,” 
and Shakespeare, in HENRY THE 
SIXTH, enunciated: “A little fire 
is quickly trodden out which, being 
suffered, rivers cannot quench.” This 
terminology has been stated and re- 
iterated ever since the institution of 
insurance was founded, and we should 
revitalize those fundamental prin- 
ciples and translate them into prac- 
tice. 

There has been scant attention paid 
to unprotected towns, either by stock 
fire insurance companies individually 
or by fire prevention organizations. 
They are rated and left where they 
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Good Underwriting is Essential to a 
Carrier’s Success. 


are rated, and the application of the 
present rating system has resulted in 
rates which are at times burdensome 
and oftentimes far in excess of what 
the traffic can bear. 

In order to review what can be 
accomplished by prevention, let us 
look at the record of the Associated 
Factory Mutuals during a century of 
intelligent and highly specialized ac- 
tivity in dealing with industrial 
hazards. The experience of this or- 
ganization has resulted in a reduction 
of loss from 63 cents to 2 cents per 
hundred of insurance. 

The problem of considering the un- 
protected class is elemental compared 
to theirs and does not involve tech- 
nical engineering ability to underwrite 
its classes ; and the reference is made 
for the purpose of pointing out the 
axiom that what can be accomplished 
in one field of endeavor will bear 
good harvest in another. 

ee @ 

T is a trite statement, but never- 

theless, will bear repetition, that 
a great majority of fires have their 
origin inside of buildings and the con- 
struction of such buildings is of no 


advantage to contents so far as the 
loss damage to such is concerned ; 
and it is a mooted question as to 
whether there is any particular value 
from a loss standpoint as to the con- 
struction of buildings themselves in 
towns without fire protection. There 
is, of course, admittedly, the possi- 
bility of total damageability in frame 
rows; but when the high rate esti- 
mates are taken into consideration 
and the liability to premium volume, 
the present rating system, as it is 
designed, will result in a favorable 
loss ratio. That is, assuming that it 
is based upon valid actuarial premise 
and the application of the law of 
average over a wide range. 

If frame buildings, either individ- 
ually or constituting frame rows, are 
constructed along accepted architec- 
tural and engineering standards, 
which comprise the main essentials 
of solid masonry foundations, incom- 
bustible roofs, with heating and light- 
ing safeguarded, and with the ordi- 
nary prudence that every property 
owner should exercise as to care and 
maintenance, there is no reason why 
fires should be more prevalent in 
towns without than those within fire 
protection. 

It is noteworthy how responsive 
the average small town property 
owner is to suggestions directed 
toward the elimination of fire haz- 
ards, not only to his own property 
but by the influence he exerts with his 
neighbor. And this is a conclusion 
reached through concentrated inspec- 
tion experience. 

It is my opinion that an organized 
inspection department should be an 
auxiliary of the underwriting func- 
tions of every company in writing 
every class, whether it is under pro- 
tection or not. The accrued benefits 
of systematic and thorough inspec- 
tions have proved their worth beyond 
any question, 

One of the principal hazards of un- 
protected towns is the presence of 
unused and vacant outbuildings such 
as sheds, barns, old ware-and_ice- 
houses. These, in a majority of 
instances, can be removed; a large 
number of fires originate in these 
structures and communicate to the 
main buildings. In our inspection 
activity, in both our contacts with the 
assured and with his neighbors, we 
have had concrete results from the 
reduction of fire hazards from the 
above mentioned and other causes, 
which has confirmed the worth in the 
establishment and continuation of in- 
spection departments. 

Now, concerning the question of 
individual protection — “The fire 

(Continued on Page 26) 
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HIS is a hot summer and if the "‘silly season" has been unduly prolonged 


perhaps, because of the humidity, there is some excuse for it. 


Irresponsible 


statements, however, even in dog days are scarcely ever so funny as those 
uttered at a recent meeting in Detroit of the Insurance Committee of the 
Masonic Temple Association of that city held for the purpose of hearing 


arguments by different types of carriers. 


As reported in the Insurance Field 


(which as usual in such cases = at length from remarks of the stock rep- 


resentatives and only casually 


riefed the arguments of the mutuals) the most 


accomplished humorist on this occasion was Mr. George Brown, Secretary of 


the Michigan Association of Insurance Agents. 


Below we are reviewing the 


more laughable portions of the Brown sketch. 














R. BROWN (see above) ap- 
M peared for the Freese Insur- 

ance Agency which did not 
want to be left out in the cold (no 
pun necessarily intended) if com- 
missions were to be passed around 
among the stock boys. We give our 
readers the benefit of the full text, so 
far as reported, of his speech. In an 
endeavor to make his effort a classic, 
all of the jokes he employed were of 
the time-tried variety extending back 
into ancient insurance history, as 
may easily be seen by glancing over 
the following: 


“It is probable that not one of you 
business men on this committee would in- 
dorse another man’s note nor would you 
go on another man’s bond. You'd tell him 
to go to a surety company, yet you'll in- 
dorse what is the same as a note or accept 
the liability imposed by a bond for an un- 
limited amount involving your entire assets 
when you insure in a mutual or a recip- 
rocal. 


So long as the fire loss runs about as 
usual you play safe but a conflagration 
would wipe you out materially and finan- 
cially. You feel possibly that a conflagra- 
tion in Detroit is improbable but there have 
been conflagrations in San Francisco, in 
Chicago, in Baltimore and in other cities 
you know. 


“Tt wouldn’t take only a conflagration to 
break you. A fire covering the twenty to 
thirty blocks in the midst of which your 
temple is located would do the work 
through a loss running into many millions. 
Every member of the mutuals involved 
would have to hold the bag to the extent 
of his assets. There is no such thing as a 
non-assessable policy except among its 
own members. If the assets be exhausted 
and only one additional assessment may be 
levied you are out of luck when the big 
fire breaks. And the non-assessability 
doesn’t extend to damaged third parties. 
Someone has to pay them as long as there 
is a dollar to levy on. 


“In addition to all this risk there is 
another point for you men to consider. 
There are at this time many thousands of 
licensed fire and casualty agents operating 
in Michigan. Several additional thousands 
are operating in the other 47 States. Tak- 
ing Michigan as an average State, we may 
safely figure there are more than two mil- 
lion agents getting their living out of in- 


_ actuated by 


surance to say nothing of vast numbers 
employed by company organizations. 

“If you men believe it is wise and busi- 
ness-like to have your insurance under a 
mutual plan why not be consistent and go 
all the way? One of your members is a 
laundry-man, another a jewelry merchant. 
Why not establish a mutual laundry and a 
mutual jewelry shop in your temple and 
let your members get their services and 
products at cost? You could apply such a 
program all down the line so that you and 
your fellow Masons might save a_per- 
centage of what you now have to pay for 
all goods or work.” 


OW, for example, take the state- 

ment that a policyholder sub- 
jects himself to “a liability imposed 
by a bond for an unlimited amount 
involving your entire assets when you 
insure in a mutual.” 


This is good for a laugh for any 
experienced insurance man. It classi- 
fies with the old-time Punch and Judy 
show where the burlesque villian, 
cleverly manipulated 
strings, steals the beautiful maiden. 
Only there was, of course, occasion- 
ally, a real villian who stole a maiden 
but, in all history, we challenge Mr. 
3rown to produce a case of a mutual 
policyholder finding himself stuck for 
an “unlimited amount involving your 
entire assets”. Such a notion is just 
an act of conjury, drawing a bogey 
out of the balmy atmosphere. 

We presume that Mr. Brown, like 
experts in other branches of hocus- 
pocus, knows that his art is founded 
on clever deception of his audience. 
But in case his stock environment has 
insulated him from this information, 
we are happy to furnish the follow- 
ing facts. 

Mutual insurance contracts of the 
type under consideration by the 
Masonic Association, clearly, def- 
initely, and unqualifiedly set forth 
the liabilities assumed by the policy- 
holders. They do not provide for an 
unlimited assessment liability, and to 
say that they do in spite of their 
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terms is in effect, to say that the State 
of Michigan, through its insurance 
department, is permitting the general 
writing mutual companies which have 
been doing business in the State for 
years, to foist upon the public a fake 
contract. 


That the liability in a mutual com- 
pany can be limited has been re- 
peatedly upheld by the courts of last 
resort in various of the states, as well 
as by the United States Supreme 
Court, and the decisions have been so 
long standing, and so generally 
known, that such a_ statement as 
above quoted cannot be excused on 
the basis that it was made in ignor- 
ance. 


HEN, too, the statutes of Mich- 

igan are especially clear on this 
point. Section 9100 (320) Compiled 
Laws Supp. 1921 (Sec. 10, Chap. 3, 
Part V, Act 256, 1917) is part of the 
Uniform Mutual Law and provides 
that : 


“The policies shall provide for a pre- 
mium or premium deposit payable in cash, 
and, except as herein provided, for a con- 
tingent premium at least equal to the pre- 
mium or premium deposit. Such mutual 
company may issue a policy without a con- 
tingent premium while it has a surplus 
equal to the capital required of a domestic 
stock insurance company transacting the 
same kind of insurance, and in no event 
shall the holder of such policy be liable 
for a greater amount than the premium 
or premium deposit expressed in the policy. 
If at any time the admitted assets are less 
than the reserve and other liabilities, the 
company shall immediately collect upon 
policies with a contingent premium a suff- 
cient proportionate part thereof to restore 
such assets, provided no member shall be 
liable for any part of such contingent 
premium in excess of the amount demanded 
within one year after the termination of 
the policy.” 

From the account of the speech, 
one of the companies with which the 
Association was doing business is the 
Lumbermens Mutual of Ohio. Sec- 
tion 9607-9 Ohio General Code pro- 
vides as follows: 

“The maximum premium payable by any 
member may be a cash premium and an 
additional contingent premium not less 
than the cash premium or may be solely a 
cash premium. No policy shall be issued 
for a cash premium without an additional 
contingent premium unless the company 
has a surplus which is not less in amount 
than the capital stock required of a domes- 
tic stock insurance company transacting 
the same kind of insurance.” 

To say that not only the contract, 
but these statutes, do not mean what 
their terms provide is, in effect, to 
say that the state is conspiring with 
the companies to commit a fraud 
upon the people of the state. Such 
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a conclusion is, of course, utterly 


absurd. 

ee ®@ 
N his next quoted statement, 
printed below, Mr. Brown 


reminds us of one of the most subtle 
humorists of recent years, Gellet 
Burgess, who made an international 
reputation with his poem: 
“T never saw a purple cow; 
I never hope to see one. 
But I can tell you, anyhow, 
I’d rather see than be one.” 

This was the same poet who, when 
asked what his life’s ambition was, 
replied: “To throw an egg into an 
electric fan.” Mr. Brown doubtless 
would think it more fun to throw a 
monkey wrench into the well-oiled 
gears of mutual insurance, but all he 
accomplishes in this instance is a 
splatter of rhetoric. 

“If you men believe it is wise and busi- 
nesslike to have your insurance under a 
mutual plan, why not be consistent and go 
all the way? One of your members is a 
laundry man, another a jewelry merchant; 
why not establish a mutual laundry and a 
mutual jewelry shop in your temple, and 
let your members get their services and 
products at cost? You could apply such a 
program all down the line so that you and 
your fellow Masons might save a percent- 
age of what you now have to pay for all 
goods or works.” 

The absurdity of this line of rea- 
soning is patent upon a slight con- 
sideration of the great difference 
between the insurance business and 
any other line of business or any pro- 
fession, It cannot and has not been 
denied that all insurance is funda- 
mentally mutual; that all that an in- 
surance company, of any type, really 
represents is a combination of persons 
banded together to save the unfor- 
tunate among their number who suf- 
fer from some disaster in the form of 
a fire or an accident. The company 
acts as nothing more than a service 
organization in the collection and the 
distribution of the funds. It is to 
be remembered that the contributions 
to the funds have been made tn ad- 
vance by all those who are a part of 
the group. Out of these funds, the 
losses and expenses, including those 
incidental to the prevention activi- 
ties of the organization, are paid, 
reserves established and _ surpluses 
built up. 

The policyholder, or the member of 
the group, gets nothing tangible in 
return for his advance payment in 
full, other than a promise to share in 
the funds should he, in the future, 
be so unfortunate as to suffer some 
His interest in the fund and in 
the organization which administers it 
is, therefore, very real, because, not 
having received anything tangible for 
his advance contribution or payment, 


loss. 
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he wants to be sure that the accumu- 
lated funds are wisely and conserva- 
tively handled so that he may have a 
reasonable chance of being indemni- 
fied for any loss which he may suffer 
in the future. The whole activity is 
a cooperative one, i. e., a mutual un- 
dertaking. 
ee @ 


OW very different this is from 

the situation of the laundry 
owner or the jeweler. The laundry 
owner first invests his money in the 
establishment of a plant and in the 
equipment of it. He employs, out of 
his own resources, a competent staff 
to operate the plant after which he 
seeks customers, calls for the clothes 
to be washed, ironed or cleaned, per- 
forms the service and makes the re- 
turn delivery, after all of which he 
is finally paid by the customer; and 
even then, in certain instances by 
some he is not paid at all, in all 
probability. 


Practically the same steps are taken 
by the jeweler who sets up a shop, 
purchases and displays his stock in the 
hope that it will be attractive enough 
in both quality and price to bring in 
some business. The jeweler, along 
with the laundry man, the automobile 
manufacturer, the automobile dealer 
and all others in the business world, 
are hazarding their own capital in 
the way of money and their own 
time and services before they expect 
to receive a cent from their cus- 
tomers. And the same is true in the 
professions; the lawyer, the doctor 
and the dentist, after long years of 
training, expenditure of time and 
money, set themselves up in their 
professions, render valuable services 
to their clients and patients before 
they expect to be, or are, reimbursed. 
There is nothing whatsoéver coopera- 
tive in the nature of these businesses 
and professions. 


It has been pointed out that this is 
not true with insurance. The policy- 
holder hands over his good money in 
full in advance and receives nothing 
but a promise to pay, in the future, 
out of the funds which he and others 
like him may have contributed. Those 
funds may have been hazarded in 
speculative enterprises in order to 
yield large returns for the benefit of 
third party interests. Insufficient 
provision may have been made in the 
way of reserves and contingent funds 
to take care of the unusual loss period 
merely because excess profits may 
have been distributed, and when Mr. 
Policyholder sees his property burned 
to the ground, he may find that his 
contributions, and those who are sit- 
uated in like manner with him, have 





been dissipated in extravagant or in- 
competent administration. And when 
the time comes that he ought to re- 
ceive, he finds he has nothing more 
than a mere scrap of paper. 


This is an extreme illustration, for, 
of course, there are service organiza- 
tions in the field of insurance of all 
types, mutual, stock, reciprocal, 
Lloyds, of the highest standing and 
reputation who have clean records for 
honest settlement and payment of 
losses. No one with a sound sense of 
business values need go wrong as to 
the choice of a reliable insurance com- 
pany. Certainly the stock plan, which 
is really the mutual idea with the in- 
troduction of third party control, has 
no superiority on which to base a net 
cost higher than the mutuals ; for that 
matter, no superiority in the way of 
service or loss paying ability or finan- 
cial stability which entitles it to pref- 
erence even on the basis of the same 
net cost. Mutual insurance began 
with the nation and, thus, has the 
prestige of age dating back to the 
time of the Colonial Fathers. It 
covers, by all odds, the highest type 
of risks at the present day. The serv- 
ice it renders is complete, and _ its 
representatives are trained to assist 
the assured in every way. 


ROBABLY by way of seeking to 
introduce a spot of color into the 
performance, a Mr. Grider, speaking 
for the Western Factory Insurance 
Association, waved something akin to 
a red flag of revolution and intimated 
that it was the symbol of mutual in- 
surance. Mutual insurance, he says, 
is “a step toward Communism.” One 
can only appreciate the lusty humor 
of this remark when the bias behind 
it is understood. Who is Mr. 
Grider? Doubtless an estimable gen- 
tleman — but his organization as a 
part of the Factory Insurance Asso- 
ciation Group is a foe to the point of 
fanaticism, of the mutuals. In a 
competitive sense it (instead of the 
mutuals) is the one which has taken 
a step toward abandoning law—the 
law of business fair play and on-the- 
level dealing with the public. Throw- 
ing accepted standards to the winds, it 
even discriminates between its own 
stock company membership in the 
matter of rates charged on certain 
business. At least that is the only 
conclusion which can be reached after 
reading the recent issues of the “Test 
Gage” published by the Association. 
Attention is called to one particular 
paragraph which reads: 
“Tn with 


connection the risks now in- 


sured in stock companies, the F.1.A. does 
not enter negotiations until a joint applica- 











tion is received from every agent or broker 
placing any of the insurance or until some- 
one or more agents or brokers furnish 
a letter of authority abrogating all former 
authorizations and also furnish satisfactory 
evidence of active mutual competition.” 
This but demonstrates how mutual 
insurance and its competition serves 
the commercial interests of this coun- 
try even those who may not be buy- 
ers of mutual insurance. If preferred 
treatment is desired by an agent for 
any risk of the type mentioned, all he 
has to do is get a letter from the as- 
sured stating that there is mutual 
competition, and immediately the re- 
sources of the I°.1.A. will be thrown 
to the fore and the risk will be re- 
written at a lower rate than it would 
have been written had there been no 
“evidence of mutual competition.” 


S for the point that mutual in- 
surance is a step toward Social- 


ism or Communism, this is purely a 
fallacious line of reasoning. It has 
been conclusively shown time and 
time again that all insurance is funda- 
mentally anti-Socialistic for the whole 
idea of insurance is based on private 
property and individual responsibil- 
ity. It has been pointed out repeated- 
ly that if there were no private prop- 
erty, there would be nothing to in- 
sure, for, under state ownership, 
there would be only community losses 
and gains,—a system which would 
admit no need for distribution of 
losses. 

Insurance being an essential part 
of private property and individual 
ownership, all forms of it depend 
upon the danger of loss to the in- 
dividual. Mutual fire insurance com- 
panies exist for the purpose of pro- 
tecting economic values of specific 
property. They are decidedly in- 
dividualiste in their management and 
operation and are outstanding exam- 
ples of the development of personal 
initiative and enterprise. Their prime 
purpose is, through individual ini- 
tiative and effort, to reduce the huge 
economic loss resulting from the 
great fire waste in this country. They 
emphasize first, prevention, and then 
furnish the soundest form of protec- 
tion against the chance happening of 
the event which so often occurs in 
spite of the greatest precaution which 
it is humanly possible to devise. The 
individualistic system is opposed to 
Socialism; does not at all necessarily 
require the employment of capital in 
the form of capital stock. It pre- 
serves a spirit of enterprise, initiative 
and freedom within the proper bounds 
of the individual himself, and this is 
exactly what is accomplished by the 
great structure of mutual insurance. 
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Many of the large business enter- 
prises in this country are insured in 
mutual companies, as are a great 
many small risks too. No one but a 
competing stock insurance partisan 
has ever charged that the mutual 
principle was anti-American and in 
those cases, of course, the charge is 
occasioned by ulterior motives. 

Mutual insurance was the earliest 
form of insurance in this country. 
The first insurance company, a mu- 
tual, the Philadelphia Contribution- 
ship, organized in 1752 with Benja- 
min l*ranklin as one of its directors, 
is still in business. There are quite 
a few mutuals more than century old 
and there have been very few, com- 
paratively, mutual failures and retire- 
ments, the survival percentage of the 
mutual carriers being twice as good 
as that of the stock. 


& MING back again to Mr. 
Brown—he somehow keeps a 
straight face, even a solemn face, 
while broadcasting flapdoodle about 
the conflagration hazard—all of it 
misleading as far as his reference to 
mutual insurance companies is con- 
cerned, and, as pointed out above, the 
charge he repeats that every member 
of a mutual involved would have to 
hold the bag to the extent of his 
assets is so absolutely untrue as to 
be hilariously laughable. If he had 
proof of this charge, he would have 
brought it in the evidence, but he 
cannot produce it. Many agents have 
made similar statements, all expres- 
sions of opinion, unsupported by evi- 
dence or fact. 





But, speaking of conflagrations, let 
us see how the public fared at the 
hands of certain stock companies in 
the San Francisco conflagration. We 
quote briefly from the report of the 
Special Committee of the Board of 
Trustees of the Chamber of Com- 
merce of San Francisco, which was 
charged with the handling and the 
study of insurance settlements inci- 
dent to the San Francisco fire. The 
report was approved by the Board on 
November 13, 1906. 


“It has been evident from the first that 
there was an entire lack of unanimity re- 
garding the place of compromise settle- 
ments. This had come to the surface as 
soon as the nature of committee adjust- 
ments had been considered. A minority 
of the companies had stood for complete 
adjustments, that is, showing not only 
sound value but the finally adjusted claim, 
the same to be binding upon the companies ; 
a majority of the companies, however, 
would not hear of this but insisted that it 
should be left to the companies individually 
to arrive with the insured at the amount 
of the adjusted claim, leaving, therefore, 
the matter of earthquake damage, both 
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direct and indirect, to be appraised by each 
company separately.” 

And further, 

“The difficulty of establishing claims 
where policies or the companies’ records 
were destroyed, particularly in the case 
where both were lost, was one of the ele- 
ments of the early situation. Many of the 
companies did everything in their power 
to help the insured in this matter; others 
apparently tried to make as much trouble 
as possible. It was the same with the filing 
of proofs of loss. Some of the companies 
aided the insured by furnishing blank 
forms and by actual assistance in filling 
out the information; other companies, on 
the other hand, did everything to prevent 
the filing of proofs of loss. Proofs of loss 
were refused, were thrown into the faces 
of claimants without being opened and 
were even refused when sent by registered 
mail.” 

And again, 

“Such a state of feeling between the in- 
surers and the insured was most unfor- 
tunate. On the one hand the timid—poor 
people for the most part, whose insurance 
was all they had—were frightened in 
thousands of cases into settling their claims 
at a much lower figure than was right; on 
the other hand, whatever natural instincts 
the insured may have had for telling the 
truth about their losses and for treating the 
representatives of the insurance companies 
as well meaning gentlemen received a hard 
shock. 

“There were undoubtedly many cases of 
fraud on the part of the insured; it is 
doubtful if, on the other hand, there has 
ever been an insurance situation in which 
there has been such disgraceful intimida- 
tion and discourtesy. Discourtesy was even 
recognized as worth a definite amount in 
salvage. 

“Tt cannot be said too emphatically, how- 
ever, that this does not apply to all of the 
companies, nor even to most of them.” 

e e ®@ 
HESE brief extracts from the 
report are not quoted for the 
purpose of implying that the stock 
plan of insurance, as such, is not en- 
titled to confidence. However, it is 
to be inferred from what was said 
by the stock proponents at the 
Masonic Temple Association meeting 
that all mutual insurance is bad and 
that all stock insurance is good. No 
intelligent persoh would be expected 

to take such a position, 

It is no trick at all to pick out the 
reliable companies in all types of 
carriers. It is submitted, however, 
that all things being equal, the mu- 
tual plan of insurance of itself gives 
opportunity to the policyholder to 
get a better break, in that he receives 
for the cash which he lays down on 
the table, sound, dependable and 





PUBLIC NUISANCE 

A man went to see his physician for ad- 
vice as to how to be cured of the habit of 
snoring. 

“Does your snoring disturb your wife?” 
asked the M.D. 

“Does it disturb my wife?’’ 
patient. 





echoed the 
“Why, it disturbs the whole con- 
Southwestern Episco- 


gregation.'’—T he 
palian. 
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James E. Curry Counsel in 
Massachusetts Department 


ANNOUNCEMENT HAS RECENTLY 
BEEN MADE OF THE APPOINTMENT OF 
James E. Curry as counsel for the 
Insurance Department of the State 
of Massachusetts. 

Mr. Curry is in early middle life, 
and has had a varied and interesting 
experience in the business world. Of 
legal education and admitted to the 
Massachusetts Bar, he has been 
closely connected with commercial 
life trom the beginning of his ca- 
reer. 

lor a number of years he was with 
the New England Telephone and 
Telegraph Company in various capa- 
cities at the Executive Offices in Bos- 
ton, and also served as Secretary and 
Counsel to the Building Supervisor. 

In 1928 Mr. Curry was appointed 
Chief Clerk and Legal Adviser to the 
City of Cambridge Building Depart- 
ment and also Secretary and Counsel 
to the Board of Appeals and Zoning 
Adjustments. Previously he served 
as a member of the Massachusetts 
General Court from the Second Mid- 
dlesex District and was a member of 
the Municipal Council of Cambridge 
from 1924 to 1927, inclusive. Dur- 
ing the World War he was a com- 
missioned Line Officer in the United 
States Navy. His exceptional expe- 
rience and high capacity should be a 
great asset to the Department he has 
just entered. 

ee ® 


Editorial 


(Continued from page 6) 


their mutual advantage, and there 
should be no major controversy 
between them. Ignorance often leads 
to misunderstanding, however, and 
the legal profession, as one of the 
principal points of contact between 
insurer and insured, is in a good posi- 
tion to remove the barriers which 
block the path of insurance peace. 
Action has already been taken by the 
organizations of attorneys in several 
directions. The sly type of personal- 
injury lawyer, or the shyster who is 
making a racket of fraudulent occupa- 
tional disease claims, has no more 
bitter and relentless foe. Strong sup- 
port has been given the movement for 
a uniform procedure for the liquida- 
tion of insurance companies in all 
states. The movement for standard 
automobile policies has been support- 
ed and accelerated by the work of 
a committee of the American Bar 
\ssociation, and, when it is finally 
brought to a conclusion, the insurance 
lawyers will have reason to be proud 
of their accomplishments in this re- 
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spect. In all these and countless 
other ways, the legal organizations 
have thrown their weight behind 
progressive movements intended to 
benefit the public as much as them- 
selves. 
e® @ @ 

HE American Bar Association 

has evidenced a willingness to do 
a similar service in the legal field; 
that is to provide a clearing house for 
information on the actual holdings 
and trend of judicial views in the 
different states, and a forum for their 
discussion, together with an under- 
taking through its committees to for- 
mulate and promote general recogni- 
tion of those which receive the en- 
dorsement of the best minds in the 
profession. Thus, promise is given 
of a real approach to that uniformity 
in court decisions which is almost as 
important to any business as the cor- 
rectness of the law declared. 

Meantime, we salute the coming 
meetings of the International Asso- 
ciation of Insurance Counsel and the 
Insurance Section of the American 
Bar Association. 
ee ®@ 


Frazier - Lemke Farm Relief 
Act 
Passed by Congress June 28, 1934 

THE FRAZIER-LEMKE ACT IS AN AD- 
DITION TO THE BANKRUPTCY ACT. IT 
amends the Agricultural Compositions 
and Extensions section by adding a 
new subsection. 

The purpose of the act is to allow 
farmers who are debtors in bank- 
ruptcy proceedings to retain posses- 
sion of their properties for six years, 
and to repurchase them during that 
time at a price fixed by appraisal ; 


————ee 
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or in the alternative on the motion 
of secured creditors, to remain in 
possession for five years on a rental 
basis with an option to repurchase 
during that time at a price fixed by 
appraisal. 

From the viewpoint of the holder 
of farm mortgages the situation is 
that, if the farmer owner of the land 
goes into bankruptcy and avails him- 
self of the provisions of the act, the 
mortgage holder will be obliged to 
choose between accepting payment 
under the terms of the six year re- 
purchase plan at a price fixed by 
appraisal, or accepting rent fixed by 
the court for five years with an option 
in the farmer to repurchase at any 
time within the five year period at a 
price fixed by appraisal. In either 
case the mortgage holder cannot en- 
force his mortgage as written but 
must allow the bankrupt owner 
possession of the property and an 
opportunity to repurchase the prop- 
erty within six or five years from 
application to the court, the purchase 
price to be fixed by appraisal. The 
price fixed by appraisal may be more 
or less than the mortgage debt. If 
more, the mortgage holder may be 
paid off in full as his interest appears ; 
if less, the mortgage holder can re- 
ceive only the appraised price. If the 
farmer fails to meet his obligations 
under the six year repurchase plan, 
the mortgage holder may proceed at 
law to enforce his mortgage. If the 
farmer fails to pay rent or to exercise 
his option to repurchase under the five 
year rental plan, the court may order 
the trustee to sell the property, as 
any other bankrupt’s property is sold, 
and the mortgage holder can protect 
himself at the sale. 


The entire act is subsection (s) of 
Section 75 (Agricultural Composi- 
tions and Extensions) of the Bank- 
ruptcy Act. Subsection (s) has 
subdivision numbers (1) to (7) in- 
clusive. 

The following is a synopsis of the 
act: 

(s) Any farmer who is before the 
court as debtor in a bankruptcy matter 
and cannot arrange for composition or 
extension of his debts, or who is dis- 
satisified with such arrangement, may 
amend his pleadings and petition the 
court to appraise all of his property, 
set aside his state law exemptions, 
allow him to retain possession of any 
or all of the remainder of the property 
and pay for the same as hereafter 
provided. 

(1) The court shall appoint ap- 
praisers who are to appraise all of 
the debtor’s property “at its then fair 
and reasonable value, not necessarily 
the market value, at the time of such 
appraisal.” There are the usual rights 
to object, except, and appeal, and in 
the case of real estate, objections, 











etcetera, may be filed within one year 
of the order of approval. 

(2) After the appraisal the referee 
in bankruptcy shall issue an order set- 
ting aside the debtor’s state law ex- 
emptions, and further ordering that 
part or all of the remainder of the 
debtor’s property shall remain in the 
debtor’s possession under control of 
the court. The property to be subject 
to a general lien, to a trustee, as secur- 
ity for the payment of the appraised 
value, the general lien to be inferior 
to all prior liens and incumbrances. 
Property covered by prior liens and 
incumbrances shall be subject to the 
payment of claims of the secured 
creditors up to the value fixed by ap- 
praisal. Liens on livestock to cover 
increase. Real estate liens to cover 
rentals and crops as security for pay- 
ment under subdivision (3). 

(3) Upon request of the debtor and 
consent of the lien holders sale shall 
be made to the debtor at the appraised 
value on the following terms “and upon 
such other conditions as in the judg- 
ment of the trustee shall be fair and 
equitable.” 

(a) Payment of 1% interest upon 
the appraised value within one year 
from the date of the sale agreement. 

(b) Payment of 212% of the ap- 
praised price within 2 years. 

(c) Payment of an additional 
2%4% of the appraised price within 
3 years. 

(d) Payment of an additional 5% 
of the appraised price within 4 years. 

(e) Payment of an additional 5% 
of the appraised price within 5 years. 

(f) Payment of the remaining un- 
paid balance of the appraised price 
within 6 years. 

Interest at the rate of 1% annually 
to be paid on unpaid balances and all 
taxes to be paid by the debtor. 

Payments and interest to be paid to 
lien holders and the trustee for un- 
secured creditors as their interests may 
appear. 

(4) The debtor may consume or 
dispose of any parcel of property by 
paying the appraised value to the se- 
cured creditors and the trustee for 
unsecured creditors as their interests 
may appear, or by putting up a bond 
approved by the referee in bankruptcy 
that such payments will be made. 

(5) If the debtor fails to make 
any payments provided for, the secured 
creditors and the trustee for unsecured 
creditors may enforce their liens ac- 
cording to law. It is the duty of the 
secured creditors and the trustee to 
discharge all liens of record in accord- 
ance with law, whenever the debtor 
has paid the appraised value of any 
part or all of the property. 

(6) Full compliance with subdivi- 
sion (3) entitles the debtor to a dis- 
charge in bankruptcy. 

(7) Secured creditors may file ob- 
jections to the proceedings outlined 
above, upon which the court will set 
aside the state law exemptions, and 
staying proceedings for five years, al- 
low the debtor to retain possession of 
— of all or any part of the property 
at a “reasonable rental annually,” the 
debtor to have an option to repurchase 
the property at the appraised price 
within five vears. The first rental pay- 
ment to be made within six months 
of the date of the order staying pro- 
ceedings. Rent money to be distributed 
among secured and unsecured creditors 
as their interest may appear. If the 
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debtor wishes to exercise his option to 
repurchase at any time within the five 
years he may do so by paying the ap- 
praised price into court, whereupon he 
will receive full title to the property 
and be discharged in bankruptcy. A 
real estate lien holder may have the 
real estate reappraised at any time be- 
fore repurchase, if acceptable to the 
lien holder the debtor shall pay the 
reappraised price, otherwise the orig- 
inal appraisal price shall be paid. 

“Provided however that provisions 
of this act shall apply only to debts 
existing at the time this act becomes 
effective.” 

On failure of the debtor to comply 
with the provisions of sub-division 7 
“the court may order the trustee to 
sell the property as provided in this 
act.” (The proper construction of the 
last sentence seems to be that in the 
event of failure of the debtor to pay 
his rent, or at the end of five years to 
take up his option, the court will pro- 
ceed to have the property sold by the 
trustee as provided by the general 
terms of the Bankruptcy Act. To con- 
strue “this act” to mean the Frazier- 
Lemke Act appears to be incorrect. 
It would allow a farmer to default 
on his rent at any time before the end 
of the five years and then have the 
property sold to him on the six year 
plan, thereby retaining possession for 
as much as ten years. While the latter 
construction appears to be incorrect it 
must be regarded as a possibility in 
legislation of this type. Editor) 
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50 Years in Service of 
Cambridge Mutual Fire 


RECENTLY WILLIAM E. BURRAGE, 
VICE PRESIDENT AND TREASURER OF 
the Cambridge Mutual Fire Insurance 
Company, completed his fiftieth year 
of service in that organization. The 
occasion was celebrated by a luncheon 
at the residence of Burton S. Flagg, 
president of the company, in An- 
dover, Massachusetts. Mr. Flagg 
acted as master of ceremonies and 
introduced the other speakers includ- 
ing C. P. Faunce, president of the 
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Holyoke Mutual Fire Insurance Co. ; 
J. Y. Noyes, an official of the Nor- 
folk and Dedham Mutual Fire Ins. 
Cos.; Edward W. Brigham, vice 
president of the Mutual Fire Ins. 
Ass’n. of New England; and Frank 
L. Brigham, in behalf of the Cam- 
bridge Mutual who presented a 
bronze plaque to Mr. Burrage accom- 
panied by a series of well-rhymed 
verses in appreciation of the high 
character and service of the guest-of- 
honor. 

Mr. Flagg summed up the spirit of 
the proceedings in a neat speech in 
which he said in part: 

“Seldom in the history of institu- 
tions does an occasion arise when 
friends can get together to celebrate 
an individual’s half century of con- 
tinuous association with one interest. 
The Cambridge Mutual Fire Insur- 
ance Company is to be congratulated 
in having had through these years 
such faithful and loyal service as has 
been exemplified in Mr. Burrage’s 
career. * * * You, sir, have accom- 
plished much by the giving to your 
pleasing personality and solid strength 
a happy sense of direction. As a 
modest man your works are done 
without a flourish of trumpets. Your 
standards of taste have been high, 
your sympathies have been compre- 
hensive and your loyalties have been 
staunch. I count you one of us, not 
merely by the enrollment of your 
name for fifty years as faithful to the 
Cambridge Mutual Fire Insurance 
Company, now in its hundredth year, 
but by the temper of your spirit and 
the elements of your character. 


Hobbs Renominated in Kan. 


CHARLES F. HOBBS, INSURANCE 
COMMISSIONER OF KANSAS HAS BEEN 
renominated for a fourth term by the 
Kansas Republicans. He will have J. 
H. Edwards of Sedan as his Demo 
cratic opponent in the November 
election. 

ee ® 


Mich. Compensation Bureau 


THE NATIONAL COUNCIL ON COM- 
PENSATION INSURANCE WILL ESTAB- 
lish a branch bureau in Michigan to 
handle inspection, rating, stamping 
and general supervision of the Mich- 
igan Compensation business. The 
creation of such a bureau was de- 
cided upon at a conference called by 
Commissioner Gauss and attended by 
representatives of most of the compa- 
nies active in Michigan. 

Rates would be promulgated by the 
Michigan branch, based on experi- 
ence in the State, and the branch 

(Continued on Page 26) 
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Mutual Insurance on Public 
Property 


(Continued from Page 14) 


States and approximately 60% of all 
the mutual companies which have 
ever been organized are still doing 
business. The glass house in which 
the stock agents, who use such data 
in competition, dwell, is clearly re- 
vealed when one discovers that over 
100U0 stock companies have retired 
and there are only 565 active at the 
present time, a survival percentage of 
only 25.6%. ‘These and more detailed 
figures on the retirement record of 
the past few years have been pub- 
lished in a booklet issued by the 

American Mutual Alliance, with all 

the data on the subject available 
up to March 15, 1934. Any mutual 
salesman will agree that an argument 
based on the relative survival per- 
centages proves very little, but if the 
stock companies insist on choosing 
that ground for comparisons they are 
as badly outclassed as they are on 
more logical grounds. 

eo @ ®@ 

III. Service to PoLIcyHOLDERS 
Lil third test is the service which 
the company can render to its 

policyholders. ‘This service should be 

broader than that called for by the 
strict limitations of the policy con- 
tract. The insured expects, and 
should have, expert counsel in decid- 
ing on the amount of insurance which 
he needs to properly protect himself 
against loss. He is entitled to prompt 
and courteous treatment in the event 
of loss, with a fair adjustment and 
immediate payment after agreement 
has been reached as to the amount of 
the loss and the extent to which it is 
covered under the policy. Expert 
engineering advice on possible steps 
to reduce the fire hazard should be 
offered by the insurer for the dual 
purpose of making more remote the 

possibility of fire and of securing a 

reduction in the rate which the in- 

sured must pay. 

Under this head it is unsafe to gen- 
eralize and say that the stock com- 
panies as a group, or the mutual com- 
panies, provide better service, be- 
cause this is something which lies 
entirely within the control of the 
individual companies. There are stock 
agents and stock companies which 
render the best of service to their 
insureds; there are unfortunately 
many agents who lack the ability or 
the inclination to give such service; 
there are some companies whose loss 
adjusters wish to construe the con- 
tract strictly against the property 
owner and who lose no opportunity 
to limit their liability or to deny that 
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there is any coverage under the policy 
when a non-essential provision of the 
contract has been violated, while 
others are fairness itself, The service 
furnished by the same company may 
differ radically in two different sec- 
tions of the country, due to differ- 
ence in agents, office managers, and 
adjusting personnel. There may oc- 
casionally be similar variations among 
the mutual companies and every mu- 
tual representative must demonstrate 
to the satisfaction of the prospect 
that his particular company is able 
and willing to give the service which 
the property owner has the right to 
expect. It can be said, however, that 
the record of the mutual companies 
in paying losses and in providing gen- 
eral service is on a par with that of 
their best competitors. The holding 
up of loss payments for sixty days 
alter proof of loss was submitted was 
never adopted by the mutuals as a 
group, although practised by the stock 
companies generally during most of 
1933. Most convincing proof of the 
mutual reputation is found in the 
tremendous high percentage of mu- 
tual renewals and the enthusiastic 
support they receive from their own 
policyholders. 

IV. Ner Cost oF INSURANCE 

Mutual insurance is a good buy for 
anybody at the same net cost as other 
types and the companies should make 
this plain to their representatives. 
The factor of cost is not the all im- 
portant one that some would make it, 
but there is no denying its weight. 
The emphasis should be placed where 
it belongs, on strength, loss paying 
ability, service and the right attitude 
toward policyholders and loss claim- 
ants. When the entire situation is 
examined in the light of all the 
facts, the board considering the in- 
surance should be ready to pay as 
much for the mutual type as they 
would for coverage in a stock com- 
pany. The saving they will make by 
using the mutual companies will come 
as so much velvet. 

It should be remembered that the 
mutual companies do not in any sense 
make a rebate of part of the pre- 
mium but that the dividend paid rep- 
resents the lower cost of mutual in- 
surance. The source of this saving 
may be seen by analyzing the loss and 
expense ratios of stock and mutual 
companies. The Spectator Fire In- 
surance Book for 1933, previously 
quoted, shows that the loss ratio of 
361 stock companies on the basis of 
losses paid to premiums received was 
58.91%, while that of 120 mutuals 
was only 37.11%. The underwriting 
expense of the stock companies was 
49.82% of premiums received, while 





that of the mutuals was only 31.82%. 
This data includes the loss and ex- 
pense ratios of the Associated Fac- 
tory Mutuals and there may be some 
question as to whether or not it is 
representative on that account. From 
the Connecticut report we can secure 
the loss and expense ratios of the 
advance premium mutuals, excluding 
those in the Associated Factory 
group. These mutuals had a loss 
ratio of 41.6% and an expense ratio 
of 35.2% on the earned premium 
basis. They needed, therefore, 76.8% 
out of every dollar of premiums 
earned to pay their losses and ex- 
penses incurred, having an under- 
writing profit of 23.2c with which to 
meet dividends and make contribu- 
tions to surplus. To this underwrit- 
ing profit was added the investment 
earnings of the companies, and they 
were therefore easily able to cover 
their dividend requirements without 
any drain upon their surpluses. 

The explanation of why the mu- 
tual companies are able to pay divi- 
dends should not stop with data on 
their loss and expense ratios. Any 
alert business man including of 
course, the members of boards of 
school districts or other public cor- 
porations would be interested in 
knowing why the cost of the mutuals 
is lower. It should, therefore be 
pointed out that the mutual fire in- 
surance companies have a consist- 
ently lower loss ratio than the stock 
fire insurance companies for two 
reasons : 

1. Because of its nature mutual 
insurance attracts and retains risks of 
the higher quality. 

2. The mutual companies have con- 
sistently carried on loss prevention 
work with their insureds which has 
borne fruit in the form of lower loss 
ratios. 

Since the net cost under the mutual 
plan is lower than that under the 
stock plan, the mutual companies 
naturally attract the finer risks, who 
now feel that the rates applying to 
their own property are excessive be- 
cause of the many losses suffered in 
inferior risks of the same general 
classification. At the same time the 
mutual underwriters watch the moral 
hazard of their insureds very care- 
fully, considering membership in a 
mutual company something of a priv- 
ilege, trying to safeguard the interest 
of the other policyholders by exclud- 
ing all of those who, either through 
carelessness or downright dishonesty, 
would seem likely to have a fire while 
the policy is in force. Due to this 
policy the insured reaps the benefit of 
a low net cost due to a low loss ratio, 

(Continued on Page 26) 











Notes About Insurance 
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a new special collision table replacing 
the former table which was known as 
the “Interurban Trucking Collision 
Table.” This represents an increase 
in the rates for the classes affected. 
The rate level for commercial cars 
not engaged in long distance hauling 
and trucking remains unchanged. 


CASUALTY 
NEWS ««s 


Sullivan of Travelers Killed 


ROBERT J. SULLIVAN, ‘VICE PRESI- 
DENT OF TRAVELERS WAS KILLED ON 
July 19 when he was struck by an 
automobile in New York City. 

Mr. Sullivan was born in Hartford 
in 1879 and was educated in that city. 
He entered the accident department 
of the Travelers as a clerk in 1899 
and worked his way up through the 
ranks until he was made a vice presi- 
dent of the Travelers Indemnity in 
1922 and a vice president of the 
Travelers Insurance Company in 
1927, 

Mr. Sullivan was one of the fore- 
most authorities on casualty insur- 
ance and has been prominent in the 
development of the National Bureau 
of Casualty & Surety Underwriters, 
and the National Council of Compen- 
sation Insurance. Through his work 
in the National Council he was well 
known to many mutual insurance 
executives. 








Change Forms For Residence 
Boiler Insurance 


A NEW RESIDENCE BOILER INSUR- 
ANCE POLICY EFFECTIVE SEPTEMBER 
1, will eliminate the complicated 


method of object charges heretofore 
employed and provide blanket cover- 
age. 

Residence Boiler Insurance has 
been a line on which the volume has 
always been small. The change in 
method is well calculated to give 
agents and brokers the argument of 
simplified and broad coverage in 
soliciting this business. Heretofore 
it has been necessary to visit the resi- 
dence to determine the size and type 
vf boiler, tank or other object. The 
new insurance ignores these items 
and all that it is necessary to know 
to quote a rate is the number of 
heated rooms, 
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Coverage is given against direct 
damage caused by explosion of any 
and all steam and hot water heating 
boilers, hot water supply boilers, 
storage, coil or electric water heaters, 
incinerators and garbage burners 
used for hot water supply service, 
economizers used for heating water, 
water supply tanks and expansion 
tanks used in connection with hot 
water heating systems in the resi- 
dence. The number of objects need 
not be specified and all objects above 
listed are covered. 

The flat three year rate for this 
coverage is $35 for ten rooms or less, 
and $40 for eleven to fifteen rooms. 
This covers up to $5000 direct damage 
for each accident caused by steam ex- 
plosions, and includes loss from crack- 
ing of cast iron parts of boilers, etc., 
and extra expense in speeding repairs 
when hardship is entailed, such as lack 
of heat when accident occurs in 
winter. The limit is being increased 
from $1000 in the old form. 

Insurance in excess of $5000 may be 
secured for $1 per thousand additional 
limit. Furnace explosion insurance 
covering against damage because of 
fuel explosions can be secured at $15 
additional for up to ten room houses 
and $20 additional for eleven to fifteen 
rooms for three years. This covers 
for gas explosions occurring anywhere 
up to the point where furnace pipes 
enter the chimney. 

A residence is defined as any build- 
ing heated by steam or hot water de- 
signed for residential purposes and oc- 
cupied as living quarters of one or 
more families or other groups of 
people, together with any garage on 
the same premises in connection there- 
with, in which buildings, including 
garage, the number of heated rooms 
was not to exceed fifteen. In totaling 
the number of rooms there are ex- 
cluded bath rooms, closets, pantries 
and halls, but sunporches, recreation 
rooms, laundries and garages which 
can be heated through radiators or 
piped coils are included. 

Such residences as two or three 
family homes are not insured under 
the new form but may be under the 
standard boiler contract. Buildings 
used in whole or in part for mercan- 
tile purposes would not be considered 
for this coverage, nor would apart- 
ments. Residences in which not more 
than three rooms are used for profes- 
sional services to the public, such as 
physicians, musicians, dentists and 
dressmakers, not selling merchandise, 
mav be covered. 

The rates for personal injury cover- 
age which may be added if desired, are 
for $5000 per person. $1: $10,000 per 
person, $1.25; $15,000 per person, 
$1.45, covering for all vessels and 
objects in the residence. The limit 
per person, however, cannot exceed 
the policy limits. 

The coverage gives the assured the 
regular inspection service of the 
boiler company. The expediting clause 
means that the company will pay up 
to 25% of the direct damage loss for 
extra cost of express or. other rapid 
transportation, or extra cost of over- 
time labor, or other extra expenses in- 
cident to rapid repair of heating equip- 
ment. 
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Plate Glass Rates Reduced 


PLATE GLASS RATES IN A NUMBER 
OF TERRITORIES HAVE BEEN REDUCED 
by the Plate Glass Department of the 
National Bureau of Casualty & 
Surety Underwriters, effective Aug- 
ust Ist. 

Delaware especially profits through 
the revision, territory outside Wil- 
mington being given substantial re- 
duction. 

Removal of powder mills in vari- 
ous centers in New Jersey, which 
justified the discrimination previously 
existing against the number of towns 
held to be in the danger zone, cause 
the following communities to be 
listed as in “balance of the state” 
each benefitting by thirty-three and 


a third per cent rate reduction: 
Denmark, Drakesville, Hibernia, 
Hopatcong, Kenvil, Lincoln Park, 


Mount Arlington, Mount Hope, Mt. 
Pleasant, Mountain View, Oreland, 
Pequannock, Pickatinny, Richards, 
South Amboy, Succasunna, Wayne 
and Wharton. 


Other fields to profit by rate re- 
ductions are Georgia — Augusta, 
Macon, Savannah, 12.5 per cent; 
Louisiana—New Orleans 20 per cent ; 
Mississippi—(on flat car sizes only) 
1.7 per cent; New Jersey, Rhode 
Island and South Dakota. 


Automobile Manuals Being 
Prepared 


THE NATIONAL ASSOCIATION OF 
\UTOMOBILE UNDERWRITERS IS NOW 
publishing the new 1934 Automobile 
Manual and it will be issued in the 
near future. There will be two 
manuals for the states comprising the 
eastern territory: (1) A manual for 
the states of Connecticut, Delaware, 
District of Columbia, Maine, Mary- 
land, Massachusetts, New Hamp- 
shire, New Jersey, Pennsylvania, 
Rhode Island, Vermont, West Vir- 
ginia; (2) a separate manual for 
New York State. 

In the Middle West there will be 
two manuals for the state of Illinois: 
(1) Illinois (excluding Cook County, 
DuPage and Lake Counties); (2) 
Chicago (including Cook, DuPage 
and Lake Counties). 

There will be a combined manual 
for the three mountain states of 
Colorado, Wyoming and New Mex- 
ico. 

On the Pacitic Coast there will be 
two manuals: (1) California and 
Hawaii; (2) Arizona, Idaho, Mon- 
tana, Nevada, Oregon, Washington 
and Utah. 
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Revise Rates For O. L. & T. 


REVISED RATES FOR OWNERS’, LAND- 
LORDS’ AND TENANTS’ PUBLIC LI- 
ability insurance to become effective 
August 4th have been promulgated by 
the National Bureau of Casualty & 
Surety Underwriters. 

The new rates affect O. L. and T. 
risks such as apartments and tene- 
ments, mercantile and office build- 
ings, churches, clubs, hotels, schools 
and stores written on an area and 
frontage basis. They apply to all 
sections of the country with the ex- 
ception only of apartments, tene- 
ments, boarding and rooming house 
risks in Greater New York, for 
which rates were but recently revised. 

3oth increases and decreases are 
involved in the changes and are based 
on the actual developed classification 
experience within each territory 
wherever the volume has been of 
sufficient size to justify basing the 
rates on experience indications. The 
net result of the revisions is an in- 
crease in the country-wide level. 

A number of new rate territories 
have been established because of the 
continued departure of experience 
indications from the existing align- 
ment of territories. Most important 
of these changes is the breaking down 
of the large “remainder of country” 
territory into two groups of States. 
This was done in recognition uf a 
marked differential in rate level as 
indicated by the experience. The re- 
sult in all such instances is to bring 
individual rates more in line with 
local experience. 

Substantial increases in the rates 
were made in New York City and 
State because of the loss experience, 
the bureau announced. Greater New 
York continues to be treated sep- 
arately from the remainder of the 
State. 
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Insurance On Stratosphere 


Flight 


THE CELEBRATED BALLOON ASCEN- 
SION RECENTLY STAGED JOINTLY BY 
the National Geographic Society and 
the Army Air Corps in an attempt to 
penetrate the stratosphere was well 
covered by insurance. The United 
States Aviation Insurance Group cov- 
ered the public liability and Lloyds of 
london insured the balloon and the 
scientific instruments. The loss sus- 
tained through the failure of the bal- 
loon, and its subsequent rapid 
descent, will therefore be borne by 
Lloyds. 

Contracts of Lloyds covered dam- 
age to the balloon and gondola, its 
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human and scientific cargo, during in- 
flation, in ascent, flight and descent, 
during deflation and until all equip- 
ment was ready for shipment from 
the landing place. 

Insurance was also obtained indem- 
nifying the National Geographic 
Society against claims should the bal- 
loon, during flight, injure anyone 
other than the flight officers, or dam- 
age property other than that pertain- 
ing to the flight. 


Drivers’ License Laws 


Prove Value 


A SURVEY RECENTLY CONDUCTED 
BY THE NATIONAL SAFETY COUNCIL 
proved rather conclusively the value 
of standard license laws. It showed 
that the motor vehicle death rate from 
1926 to 1933 in standard license law 
states dropped 25 per cent, while the 
rate in other states increased 14 per 
cent. This survey is particularly in- 
teresting in that the number of deaths 
per ten million gallons of gasoline 
consumed was the standard used, 
which means that the death rate fig- 
ures were based on the actual amount 
of driving rather than population or 
number of cars. 


Brokers For the H. O.L. C. ? 


THE FOLLOWING INTERESTING EDI- 
TORIAL RECENTLY APPEARED IN THE 
Insurance Advocate: 

“The proposal submitted to the 
Home Owners Loan Corporation by 
the National Association of Insurance 
Agents, concerning the handling of the 
insurance on residences all over the 
United States in which the H.O.L.C. 
becomes interested as mortgagee, is 
not very clear; but, as nearly as we 
can make out, it proposes the establish- 
ment in Washington of an organiza- 
tion sponsored by the National Asso- 
ciation of Insurance Agents, which 
new Organization is to act as insurance 
broker for the H.O.L.C. in all insur- 
ance matters. That is to say that the 
new organization will be exclusively 
the insurance broker for the H.O.L.C. 
in handling all insurance in which the 
latter is interested as mortgagee. The 
insurance obtained by the owner of the 
residence in each case is to be written 
by the agent designated by such own- 
er. Presumably in cases where no 
such designation is made the new or- 
ganization will place the insurance 
desired by the mortgagee to cover its 
interest. The proposal says to the 
H.O.L.C.: ‘In taking over your in- 
surance division we believe there is an 
opportunity of simplifying the mechan- 
ics thereof, and at the same time 
care for your insurance needs in an 
ample and complete manner, with con- 
stant and uninterrupted insurance in- 
formation available.’ There it is. The 
new organization is to be insurance 





broker for the H.O.L.C. and the only 
one. 

“The new organization is also to 
supervise claim adjustments and direct 
the selection of adjusters. 

“Another interesting paragraph of 
the proposal is as follows: 

“However, we believe a practical 
and simple method for effecting the 
desired insurance would be the issuing 
of one master contract by the carriers 
selected by the corporation, which 
would automatically bind and cover 
every insurance requirement of the 
corporation, at the exact time the cor- 
poration’s interest attaches to include 
subsequent improvements, changes and 
endorsements, with one underlying 
master policy in each state of like 
tenor and effect, then to handle each 
insurance transaction under a simple 
triplicate bordereau system, one for the 
corporation’s file, one for the carriers 
and one for the service office.’ 

“While the whole scheme is more 
or less vague and far from having 
reached any definite plan, we believe 
that we have outlined its main points. 

“The question that we may ask is 
how such a plan could be practical in 
the City of New York, or in the State 
of New York. Whatever may be the 
name selected by the new organization 
or whatever attempt to conceal its pur- 
pose may be resorted to, it is quite 
obvious that the plan is to undertake 
the insurance brokerage function for 
the H.O.L.C. as sole favorite. That 
would necessitate obtaining a broker- 
age license in this and other States 
having brokerage license laws. We 
can hardly imagine the organization 
appearing for the purpose of taking 
the written examination required by 
the N. Y. law. 

“Tf the new organization succeeded 
in getting a brokerage license in the 
State of New York, would it then sup- 
plant all insurance brokers who pre- 
viously handled the insurance on the 
residences in this State? 

“There is something of deeper im- 
port in the extraordinary scheme. The 
placer of insurance usually selects the 
company or companies in which to 
place it. Such a gigantic insurance 
brokerage organization having a 
monopoly of the insurance handling in 
all cases wherein the H.O.L.C. is in- 
terested, all over the United States, 
would be a thing repugnant to Ameri- 
can ideas. The entry of the federal 
government into the insurance field of 
interest is bad enough in itself. 

“The new organization contemplated 
would be large and expensive neces- 
sarily. Whence would come the 
financial support? Tf a portion of the 
commission is contemplated, to whom 
would the profits go? What kind of 
an organization would it be?” 
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WHY PET GOT PETTISH 
Sue—“Anybodv would think Twas 


nothing but a cook in this household.” 
He—“Not after a meal here. my _ pet. 
—Dublin Opinion. 


” 


BAFFLED PACIFIST 


Tupce—“The two men were fighting 
with chairs. Didn't you try to establish 
peace ?” 

WITNESS- 


“No, there was not a third 


chair.”—Buen Humor (Madrid). 











Program of the Insurance 
Section American Bar 
Association 


HE complete program of the 

sessions of the Insurance Section 
to be held in connection with the 
American Bar Association meeting 
at Milwaukee has been announced as 
follows: 


Monday Morning, August 27, 
at 10 o’clock 


Arthur T. Vanderbilt, Chairman, 
Presiding. 

Address of Welcome by H. J. 
Mortensen, Insurance Commissioner 
of the State of Wisconsin. 

Response by Chairman of Insur- 
ance Law Section. 

Report of the Secretary. 

Report of Committee on Health 
and Accident Insurance Law, Frank 
E, Spain, Chm. 

Address by Remington Rogers, 
Tulsa, Okla.,—‘‘ Bogus Claimants and 
Malingerers.” 

Report of Committee on Automo- 
bile Insurance Law, Howard D. 
Brown, Chm. 

Address ‘by Hon. Walter S. Pope, 
Casualty Insurance Commissioner of 
Texas,—‘Proposed Uniform Auto- 
mobile Policy.” 

Report of Committee on Casualty 
Insurance Law, Jesse A. Miller, Chm. 

Address by Frederick S. Kellogg, 
Jersey City, N. J.— ‘Silicosis Claims 
a New Problem in the Insurance 
Field.” 

Report of Special Committee on 
Amendments to Proposed Insurance 
Code, Walter L. Clark, Chm. 

Appointment of Nominating Com- 
mittee. 


Monday Afternoon, at 2 o’clock 


Report of Committee on Fidelity 
and Surety Insurance Law, John A. 
Luhn, Chm. 

Address by Hon. Clarence W. 
Hobbs, Former Insurance Commis- 
sioner of Massachusetts and Special 
Representative of the National Con- 
vention of Insurance Commissioners 
on the National Council of Work- 
mens’ Compensation Insurance,— 
“Qualifying Bonds or Deposits in 
Workmen’s Compensation or Other 
Types of Insurance.” 

Report of Committee on Fire In- 
surance Law, Lionel P. Kristeller, 
Chm. 

Address by Lionel P. Kristeller, 
Newark, N. J..—‘‘An Analysis of the 
Appraisal Clause of the Standard 
lire Insurance Policy.” 

Report of Committee on Life In- 
surance Law, Thomas B. Gay, Chm. 
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Address by John Ferris Handy, 
Associate Counsel, Massachusetts 
Mutual Life Insurance Company, 
‘Anticipatory Breach of Contract in 
so far as It Affects Life Insurance.” 

Report of Committee on Marine 
Insurance Law, George S. Brengle, 
Chm. 

Election of Officers. 


Monday Evening, at 7 o’clock 


First Annual Dinner for Members, 
Ladies and Guests. 

Address by Wesley E. Monk, Gen- 
eral Counsel, Massachusetts Mutual 
Life Insurance Company, “Insurance 
in the Depression and Beyond.” 

Address by L. Barrett Jones, Jack- 
son, Miss.,—‘‘ Yarns.” 


Thursday Morning, August 30, 


at 10 o’clock 


Report of Committee on Qualifica- 
tion and Regulation of Insurance 
Companies, Howard C. Spencer, 
Chm. 

Address by Howard C. Spencer, 
Counsel to the Title and Mortgage 
Rehabilitation Bureau of the New 
York State Insurance Department,— 
“Some Legal Aspects of the Guaran- 
teed Mortgage Company Rehabilita- 
tion Program.” 

Report of Committee on Unem- 
ployment Insurance Law, Charles 
Denby, Jr., Chm. 

Report of Committee on Work- 
men’s Compensation and Employers’ 
Liability Insurance Law, John W. 
Cronin, Chm. 

Address by John Henry D. Sayer, 
Former Industrial Accident Commis- 
sioner of New York,—‘“The Realities 
of Workmen’s Compensation — A 
Contrast Between Theory and Prac- 
tice.” 

Report of Committee on Automo- 
bile Guest Legislation, Harry E. 
Rodgers, Chm. 

Report of Committee on Federal 
Interpleader Legislation, Arthur Gray 
Powell, Chm. 


Address by Zechariah Chafee, Jr., 
Professor of Law, Harvard Univer- 
sity,—‘‘Extension of Federal Inter- 
pleader to all Business.” 

Report of Nominating Committee. 

Election of Officers. 
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Fire Losses Throughout the 
World Decline 


THE ANNUAL REPORT OF THE 
MUNICH REINSURANCE BUREAU COV- 
ering transactions for the fiscal year 
ending June 30, 1933, is of general 
interest in that it reflects underwrit- 
ing conditions existing in continental 
Europe and in a number of other 
countries. The fire insurance experi- 
ence is somewhat as follows: 

“The results in most countries 
were satisfactory but in England, 
Canada, Holland, and some other less 
important spheres of operation, the 
loss ratio was high. We attribute the 
satisfactory loss ratio—so far as the 
reinsurer, who is principally inter- 
ested in industrial business is con- 
cerned, to the decreased pressure of 
work and fewer working hours, and 
also to the fact that it was possible 
to select highly experienced work- 
men. Besides this, it must be ad- 
mitted that in countries with fluctuat- 
ing currencies the fact that goods are 
more valuable than money is ap- 
preciated.” 
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Meredith Named Vermont 


Commissioner 


L., DOUGLASS MEREDITH OF BURLING- 
TON, VERMONT HAS BEEN APPOINTED 
Commissioner of Banking and Insur- 
ance to succeed G. H. B. Allen of 
Fairhaven. Mr. Allen has held the 
position on a temporary basis since 
the resignation of Robert C. Clark 
several months ago. Mr. Meredith is 
an educator. lor the past seven years 
he has been Assistant Professor of 
Economics at the University of Ver- 
mont. Before that for two years he 
was an instructor in economics at 
Syracuse University. He was edu- 
cated at Bucknell, Syracuse and Yale 
Universities, receiving a Ph.D. degree 
at Yale. He served as a member of 
the Vermont Bankers Legislative 
Committee in 1932-1933. He has con- 
tributed frequent articles on financial 
questions to various journals. 


Fire Premiums Higher 


NEW YORK AND BOSTON FIRE PRE- 
MIUMS FOR THE FIRST SIX MONTHS 
of 1934 show an increase over the 
same period of 1933. Premiums for 
Manhattan and the Bronx approxi- 
mate $10,220,000, a gain of 642% 
over last year corresponding period. 
In Boston the increase was about 3%. 
Reports indicate that the mutuals 
have had comparatively much larger 
increases than stock companies. 
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Mutual Insurance on Public 
Property 


(Continued from Page 22) 


based on insuring the better risks, and 
the companies secure more coopera- 
tion from their insureds in carrying 
on fire prevention work intended to 
lessen the hazards. This explains the 
manner in which the class mutuals 
have been able to operate profitably 
in classifications which the stock com- 
panies found so hazardous that rates 
became almost prohibitive. It also 
explains the improvement which took 
place in those lines after class mu- 
tuals had been organized and were 
operating for some time. 

When considering expenses it is 
not as easy to put one’s finger on the 
cause of the definite saving made by 
a mutual company. A large part of 
it is undoubtedly due to the lower 
expenditures of the mutual companies 
in acquiring business, In practically 
every item which enters into the ex- 
penses of an insurance company, the 
mutual companies have a slight ad- 
vantage over those operating on the 
stock plan, with the result that the 
mutuals as a group have an expense 
ratio of only 28.1%, according to the 
Connecticut report, as compared with 
48%. for the stock companies. Ex- 
cluding the Factory Mutuals, the mu- 
tual companies have an expense ratio 
of only 35.2% which is almost 10% 
lower than that of the stock com- 
panies. 

It is demonstrated, therefore, that 
the dividend paid by the mutual com- 
pany to its policyholders is not in any 
way a cut rate but is an actual return 
to the policyholder of that portion of 
the premium paid which was not 
necessary to meet the losses and ex- 
penses incurred in carrying on the 
business. Not only do the mutual 
companies maintain their dividends 
from their earnings but they have 
also been able to make consistent ad- 
ditions to surplus. 


We have considered the strength 
and stability of mutual fire insurance 
companies without giving, as yet, any 
attention to the legal questions which 
are sometimes raised in this connec- 
tion. Our next article will carefully 
explain the right of school boards to 
insure in mutual companies as estab- 
lished by the statutes of the various 
states, the decisions of the courts and 
the opinions of many attorney gen- 
erals. We shall also dispose of the 
“assessment” bogie which is fre- 
quently conjured up for the purpose 
of distracting the policyholder’s at- 
tention away from the advantages of 
mutual insurance. 
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Unprotected Risks 


(Continued from Page 16) 


quickly trodden out”—the present 
system of protective credits reaches 
its apex in automatic sprinkler pro- 
tection, which, experience has shown, 
is deserved, and there is no disposi- 
tion to depreciate its utility. In the 
lesser types of first-aid appliances, 
rating schedules accord it sparing 
recognition. It is not my purpose to 
hold a brief for the chemical extin- 
guisher, although the conviction is 
deep that it offers from its speedy 
availability the most efficient form of 
emergency protection devised. 

The analytic rating system in its 
treatment of credits accords it but five 
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per cent of the individual rate of a 
building, and that before exposure 
and occupancy charges are included, 
which will bring about its installation 
only where values are sufficiently high 
to remunerate the insured. There is 
adequate proof, in a great number of 
fires controlled in their incipiency, 
that the credit should not only extend 
to the final rate of an individual 
building but should be enlarged to 
include the aggregate frame row or 
exposing building rate. Such a 
credit undoubtedly would provide a 
wider use of this valuable protection 
in towns with no other and would 
greatly supplement all preventive 
safeguards. 
e® @ ®@ 


‘oe and mutability have re- 
pealed many of the theories we 





have inherited from the past, one of 
which is that there is an inherent 
hazard in frame construction. I must 
confess to a sense of chagrin when 
still in existence are row upon row 
of frame buildings which, as a rater, 
the theory was accepted they were 
doomed to burn; and included in this 
prohibition is the old village smithy 
which Longfellow immortalized. Per- 
haps there is a significance for us in 
the eulogy paid the honest smith who 
long since has left his forge, for 
dotted over the land there still re- 
mains many of these structures, now 
dilapidated, still standing in their 
shabby gentility, silent but eloquent 
tributes to a great poet. 


Mich. Compensation Bureau 
(Continued from Page 21) 


manager would be given full power 
to handle business with the right of 
appeal (in case of a dispute between 
the manager and the carriers) to the 
National Council for final settlement. 

A Steering Committee to handle 
arrangements was appointed immedi- 
ately, consisting of Harry Richardson, 
National Council; William Leslie, 
National Bureau of Casualty & Surety 
Underwriters; Kenneth Watkins, 
State Agent of the General Accident ; 
A. V. Gruhn, American Mutual Al- 
liance; E. F. Siegrist, Builders and 
Manufacturers Mutual; and Ralph 
Wade representing the Michigan De- 
partment. It is hoped that the branch 
will be functioning within thirty days. 
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Report On Globe & Rutgers 


SUPERINTENDENT OF INSURANCE 
VAN SCHAICK OF NEW YORK HAS RE- 
ported on the condition of the Globe 
& Rutgers Fire Insurance Company 
in an accounting rendered to Supreme 
Court Justice Frankenthaler. 

The company was taken over by 
Mr. Van Schaick on March 24, 1933. 
At that time, according to the ac- 
counting, there was a deficit of $7,- 
000,000. Report now shows an ex- 
cess of $1,000,000 in security hold- 
ings over outstanding liabilities. 

The change in the company’s posi- 
tion, it was reported, resulted from 
the sale of securities on rising mar- 
kets. These sales were authorized 
from time to time by Justice Franken- 
thaler on the application of Mr. Van 
Schaick. 

Counsel for the company was given 
two weeks in which to check the Van 
Schaick report. At the same time 


they are expected to move soon for 
an extension until October 6 in which 
to put the company into operation 
again under the reorganization plan. 
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F.I.A.- F comes First and the F.I.A. is First in strength of Indemnity. 
I is for Inspections. After Indemnity the Insured wants In- 
spections to forestall Interruptions of operations. 
A is for fair and prompt Adjustments which an Assured expects 
and Appreciates. 
The F.I.A. furnishes the Finest Indemnity Available. 


LOSS OF CONTACT? - In May we asked whether some agents hesitate to call upon 
the F.I.A. because of their claimed loss of contact. 

Hardly a week passes that some Special Agent or Member Company doesn’t write 
us about "this loss of contact with the assured", claimed by the agent if a 
risk is turned over to the F.I.A. 

Company Field Men can do much to correct this feeling on the part of the 
local agents. It is entirely erroneous. 

This Association works cooperatively with the agents in taking care of the 
interests of all policyholders. There is "no loss of contact”. ‘ 


EXPLOSIONS. - There is a rumor being spread competitively that the F.I.A. 
explosion cover does not cover explosion caused by riot or civil commotion 





or otherwise maliciously. 


There is no ground for this rumor; our coverage includes explosions of 


this character and is 
furnished by mutuals. 


( LOWER COST. 


- and has been - every whit as broad a cover as that 


- The claim of the Improved Risk Mutuals of a 25g dividend 


} and, therefore, a 25¢ lower cost sounds very attractive to some assureds. 


| If the saving is figured in actual dollars per year, 


it does not prove to 


be important or as attractive as the 25% dividend sounds. 


rc 
STOP THE LEAKS. 


agent or broker writing the risk. 


from going to the mutuals. 
lost. 
\ Fk 





- The Eastern Underwriters Inspection Bureau publishes 
bulletins when they discontbinue inspections of risks for any cause. 

These bulletins are received by the F.I.A. 
noted that in some cases a risk has been lost by Stock Companies to the 
< Factory Mutuals and no application was received by the F.I.A. from the 


In reviewing them it is 


Agents or brokers are asked to watch their desirable risks carefully and 
use the facility the Companies have furnished them for keeping risks 
Use the F.I.A. 


and use it before the risk is 


A. SERVICE |S BETTER SERVICE" 


STILL FEARS MUTUAL COMPETITION 


GAIN the “Test Gage,” that in- 
A teresting bulletin published by 
the I. I. A., comes to the front with 
an appeal to stock agents to keep 
risks “from going to the mutuals.”— 
as per the page reproduced above. 
The reader is asked to note the para- 
graphs in brackets. 

Having run out of material on 
which to base an argument, the pub- 
lication advances the idea that mutual 
dividends after all don’t amount to 
very much in dollars and cents, and a 
lowering of cost of insurance by 25% 
isn’t as important as is sounds. 

When the shoe is on the other foot, 
however, the 25% seems to make a 
large difference to the stock compan- 
ies. They will battle day and night 
for rate increases and have been 
known to be very happy over an 
upping of much less a percentage than 
25 


On the other hand the mutuals 
during their history have saved their 
policyholders some hundreds of mil- 
lions of dollars by the dividend route, 
a sum which cannot be looked upon 
as anything but “important.” Along 
with this they have provided the 
soundest kind of protection, paid all 
claims promptly, and given superior 
service. 

As explained in a recent issue of 
this Journal the F. I. A. does some- 
times offer to save its policyholders 
money, but only when it reduces rates 
to such of its customers as have the 
wisdom to call in mutual competition. 
But to the rank and file of its as- 
sureds, the Association only speaks 
soothingly and says, “Oh well never 
mind if you do pay 25% too much. 
It’s a small matter. And then too we 
can use your money.” 
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Congress Passes NewInsurance 
Legislation for District 


of Columbia 


THE LAST SESSION 
PASSED TWO BILLS 
life insurance in the District of 
Columbia. The first was the new life 
insurance code which had been orig- 
inally sponsored by the Honorable 
Herbert L. Davis when he was Super- 
intendent of Insurance in the District 
of Columbia. This measure was sup- 
ported in the House by the Honor- 
able Byron B. Harlan of Dayton, 
Ohio, who is the Chairman of the 
Committee on the Revision of Laws 
for the District of Columbia and who 
has taken a great interest in insurance 
affairs. The new code has been dis- 
cussed in Congress for a number of 
years and it is felt that its passage 
marks a great step forward with ref- 
erence to life insurance legislation in 
the District of Columbia. 

The second bill, generally known as 
the Budlong Act, sets up stringent 
regulations for industrial life insur- 
ance contracts issued in the District 
of Columbia and provides that all 
such policies shall be incontestable 
upon any ground relating to health, 
after two years from date of issue and 
that a policy shall not be held invalid 
because of unsound health at the time 
the policy was issued unless the in- 
surer shall prove that the applicant 
had knowledge of or reason to know 
the facts upon which the defense is 
based. It is felt that this act will do 
a great deal to protect the holders of 
industrial policies from unscrupulous 
companies and agents. 

Both of these bills were strongly 
supported by Congressman Harlan 
who has continually interested him- 
self in matters having to do with in- 
surance. He is deserving of special 
credit for his successful completion 
of the hard task of putting through 
the new life insurance code. 


OF CONGRESS 
WHICH AFFECT 


Agents Want Cotton Lines 


CONGRESSMAN ROSS 
MISSISSIPPI, AT THE INSISTENCE OF 
the local agents in his state, has 
telegraphed Secretary of Agriculture 
Henry A. Wallace, requesting that 
Mississippi agents be allowed to 
handle insurance on government cot- 
ton grown in Mississippi. The agents, 
greatly disturbed because of the action 
of the Commodity Credit Corporation 
in placing this insurance with free 
brokers, is attempting to secure sup- 
port from the Congressmen and Sen- 
ators in the Southern States. 


COLLINS OF 











28 


N. Y. JOURNAL OF COM- 
MERCE DISCUSSES 
AGENTS 


The following is an editorial from 
the New York Journal of Commerce: 

“The American agency system in 
fire and casualty insurance is now 
being put to the severest test in its 
long history. More than a century 
ago fire insurance companies began 
appointing local agents to represent 
them in their dealings with the pub- 
lic and compensating them by a com- 
mission based upon a percentage of 
the premiums they collected. The 
system was peculiarly adapted to the 
needs of small companies operating 
over a large and sparsely settled coun- 
try. Their limited resources in the 
earlier days would not permit them 
to establish branch offices, and yet 
they needed a means of dealing di- 
rectly with the public as negotiation 
for insurance by mail was unsatisfac- 
tory. When the casualty companies 
entered the field some years later, 
they adopted the system already es- 
tablished by the fire insurance com- 
panies. 

“The system has served both the 
companies and the public well, but 
conditions now are so different from 
those existing at the time of its es- 
tablishment that it has become a 
question in the minds of many insur- 
ance men whether it can be fully 
adapted to meet present needs. 

“Originally the agent was the rep- 
resentative of insurance companies 
only. He sold insurance to persons 
who desired it if he believed it to be 
to the advantage of his companies to 
have them as policyholders at rates 
and on terms upon which he and the 
purchaser could agree. The earlier 
agents sold fire insurance only; such 
a thing as technical service to policy- 
holders was almost unknown, and an 
honest man of sound judgment could 
be a good agent even though his 
knowledge of the business was lim- 
ited. His position was consistent as 
he served his companies only. 

“When the making of rates by 
schedules became the accepted method 
and many States made the observance 
of schedule rates mandatory by law, 
brokers developed a valuable service 
to assured by securing rate reductions 
for them through improvement of 
their risks and by devising forms 
under which assured could secure 
protection at the lowest cost. Agents 
were obliged to give their customers 
similar service in order to meet the 
competition of the brokers. Espe- 
cially where large lines were involved, 
agents’ own interests compelled them 
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to assume the attitude of brokers for 
the assured while still acting as 
agents of companies, an inconsistent 
position of serving two masters whose 
interests are not always identical. 
Some agents were able to do this with 
such fairness that neither party had 
ground for complaint but others 
swung over to the brokers’ attitude 
almost exclusively. 

“Insurance companies, recognizing 
that they no longer could depend 
upon the judgment and loyalty of 
many of their agents, organized their 
underwriting so that they would be 
protected even if all their agents 
ceased to look after their interests, 
and then many of them appointed 
numerous agents solely because of 
their ability to get business and with 
little regard to other qualifications. 
As a result they have agents who 
serve both companies and assured 
faithfully, others who are primarily 
brokers and still others who serve 
neither companies nor assured effi- 
ciently but work only for commissions 
for themselves. 

“Unsatisfactory as are the present 
conditions, one would be bold who 
would undertake to suggest a better 
method of handling the business. In 
large cities the New York method 
might be introduced, under which 
brokers represent the assured and 
procure for them insurance from 
companies’ local counters or branch 
offices or from agents who represent 
the companies solely and have no con- 
tact with the assured. In small com- 
munities, however, the limited volume 
of business will not support both 
brokers and agents as intermediaries 
between the companies and the as- 
sured. For the time being, at least, 
the present system will continue. 
Possibly it will be improved through 
the elimination by the companies of 
those agents who fail to give them an 
“even break”, compelling such agents 
to become brokers if they remain in 
the business.” 
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Real Estate Men Attack 
New Orleans Agents 


THE VIGOROUS BATTLE BEING 
WAGED BETWEEN REAL ESTATE MEN 
and insurance agents over the issue 
of part-time insurance producers has 
reached a serious stage in New Or- 
leans, where the real estate board has 
addressed a letter to Attorney Gen- 
eral Homer S. Cummings of the 


United States asking for a complete 
investigation of the operations of the 
New Orleans Insurance Exchange. 
The Board charges that the Exchange 
has objects and purposes in “direct 








violation” of the fourteenth amend- 
ment. 

The efforts of the organized agents 
to bar real estate men and all others 
except full-time producers from the 
business of insurance have been 
steadily opposed by both the national 
and local organizations of real estate 
boards. At the time the agents’ code 
was under consideration it was op- 
posed, in many cases, by real’ estate 
men on the ground that it was an 
attempt to eliminate part-time pro- 
ducers. At the National Association 
of Real Estate Boards Convention 
last June it was pointed out the realty 
broker industry on the average pro- 
duces more than $500,000,000 in pre- 
miums for insurance companies. 
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Washington Court Clarifies 
Rate Situation 


THE SUPREME COURT OF THE STATE 
OF WASHINGTON HAS OVERRULED IN- 
surance Commissioner Sullivan in his 
attempt to prohibit the Northwestern 
National from filing deviations from 
Bureau fire rates. All five judges 
were unanimous in their decisions. 
The court says in part: 

“Our attention has not heen called to 
any other statutory provision which 
under any condition authorizes and 
permits the Commissioner to inquire 
into what is a proper and adequate 
rate. 

“Apparently, in framing the code 
great care was exercised not to inter- 
fere with or limit the right of com- 
petition. The insurance companies 
must file their rates and adhere to 
those rates until they are properly 
changed but, apparently, the com- 
panies are the sole judges of what is 
a proper and adequate rate, except 
only when a rate war is in progress.” 
In ruling against the deviation the 

Insurance Commissioner had _ stated 
that in his judgment the deviation 
would precipitate a rate war and 
would be helpful neither to the com- 
pany nor to the public. The court 
says: 

“We accept this as the honest judg- 
ment of an honest official, eager to do 
his full duty and desirous of averting 
the “horrors of war” but we fear it is 
not enough. The statute does not 
speak in prospective terms. It treats 
of a rate war only as an active ex- 
isting, subsisting, condition and until 
that condition actually comes into be- 
ing, the provisions of Section 5157 
cannot operate.” 
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AN OUTSTANDING DEPARTMENT 
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SAVINGS RECORD —s ===: 





Boston, Mass. 
wa Chicago, Ill, 
In June, 1934, the dividend savings returned to Dallas, Texas 


policyholders by the Federal Mutuals“since or- Detroit, Mich. 


ganization, reached the enormous total of 50 tndiginbaiia. Ind, 


million dollars. This remarkable savings record _ Los Angeles, Calif. 
was made possible by careful selection of risks— __ oes geasia tales 
by careful investment of funds—by economical < : : 
management—and by keeping faith with policy-. - 
holders. Such a record is conclusive proof that 
the Federal Companies have furnished “policy- 

holders with sound insurance protection at a 
very substantial saving in cost. 
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FEDERAL HARDWARE & IMPLEMENT MUTUALS 


HARDWARE MUTUAL FIRE INSURANCE CO. OF MINNESOTA, MINNEAPOLIS, MINN. 
HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY, STEVENS POINT, WIS 
MINNESOTA IMPLEMENT MUTUAL FIRE INSURANCE COMPANY, OWATONNA, MINN © 








REINSURANCE cx: 


The Lumber Mutual Fire Insurance Company 
of Boston 


ORGANIZED 1895 





Financial Statement 
December 31, 1933 





@ 
ASSETS: 
Real Estate ' icc ..$ 264,464.2 | 
Bonds sdireesinchattwsdges Mecelwieeieewe 2,667,877.05 
Bank Stocks 6,240.00 
Interest Accrued on Bonds 38,589.36 
Cash in Office and Banks 98,616.45 
Premiums due, not more than 3 months, net 85,351.02 
Amount recoverable for reinsurance on paid losses . 16.66 
LIABILITIES: 

Unearned Prems. on Pols. in Force $ 581,724.72 
Unearned Prems. on Pols. in unauthorized 

companies . 117.21 
Reserve for reinsurance on unpaid losses tor 

companies not qualified in N. Y. 19.88 
Reserve for Losses in Process of Adjust- 

ment , 69,417.36 
Reserve for taxes and other expenses ac- 

crued | Bee Or : 29,910.55 
Contingency Reserve 608,41 1.00 
Net Surplus | 871,554.03 





$3,161,154.75 $3,161,154.75 


REINSURANCE UNDERWRITING MANAGERS 


EXCESS UNDERWRITERS, Inc. 


90 JOHN STREET NEW YORK 
A. SHIRLEY LADD J. P. GIBSON, JR. 


Manager, Fire Department General Manager 





